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EXTENSION OF PUBLIC LAW 480, 83D CONGRESS 



WEDNESDAY, AUGUST 12, 1964 

U.S. Senate, 
Committee on Agriculture and Forestry, 

Washington, D.C. 

The committee met, pursuant to notice, at 9 :30 a.m., in room 324, 
Old Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. 

Present : Senators Ellender, Johnston, Talmadge, Jordan of North 
Carolina, McCarthy, Mrs. Neuberger, McGovern, Walters, Aiken, 
Young of North Dakota, Cooper, and Mechem. 

The Chairman. The committee will come to order. 

We have before us this morning several bills which will be made a 
part of the record at this time, along with reports on them, dealing 
with the subject of an extension of Public Law 480. Included among 
these reports is a statement of the Comptroller General, and I notice 
that Mr. Ralph Ramsay, Associate General Counsel for the General 
Accounting Office, and a number of his associates are present in the 
event we may need further information from them. 

We will also include a copy of H.R. 12298, which I understand the 
House committee is to report with a few amendments. 

(S. 1498, S. 2687, S. 2925, and H.R. 12298, together with reports and 
staff analysis, are as follows :) 

[S. 1498, 88th Cong., 1st sess.] 

A BILL To amend section 304 of the Agricultural Trade Development and Assistance Act 

of 1954 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That clause (1) of section 304(a) of the 
Agricultural Trade Development and Assistance Act of 1954, as amended (7 
U.S.C. 1693), is amended to read as follows: "(1) to assist, through provisions 
for alternative marketing and purchasing opportunities agreed upon in co- 
operation with friendly nations and through other means, such friendly nations 
to be independent of trade with the Union of Soviet Socialist Republics and 
with nations or areas dominated or controlled by the Union of Soviet Socialist 
Republics or the Communist regime in China, and". 



[S. 2687, 88th Cong., 2d sess.] 

A BILL To extend the Agricultural Trade Development and Assistance Act of 1954, and 

for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development 
and Assistance Act of 1954, as amended, is further amended as f oUows : 

(1) Section 101 of such Act is amended by adding at the end thereof the follow- 
ing new subsection : 
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"(g) require such foreign currencies to be convertible to dollars to the extent 
consistent with effectuation of the purposes of this Act." 

(2) Section 102 of such Act is amended by adding at the end thereof the fol- 
lowing : "The Commodity Credit Corporation shall finance ocean freight charges 
under this section only to the extent that such charges are higher (than would 
otherwise be the case) by reason of a requirement that the commodities be trans- 
ported in United States-flag vessels." 

(3) Effective January 1, 1965, section 103(b) of such Act is amended to read 
as follows : 

"(b) Agreements shall not be entered into under this title during the period 
beginning January 1, 1965, and ending December 31, 1969, which will call for ap- 
propriations to reimburse the Commodity Credit Corporation in a total amount 
in excess of $7,100,000,000 plus any amount by which agreements entered into in 
prior years have called or will call for appropriations to reimburse the Commod- 
ity Credit Corporation in amounts less than authorized for such prior years 
by this Act as in effect during such years : Provided, That agreements shall not 
be entered into during any calendar year of such period which will call for appro- 
priations to reimburse the Commodity Credit Corporation in amounts in excess 
of $2,500,000,000. In addition to the agreements which may be entered into 
within the foregoing limitations, agreements may also be entered into in an 
amount equal to amounts received in United States dollars as loan repayments 
under this title and deposited to the account of the Commodity Credit Corpora- 
tion or as reimbursements from other agencies pursuant to section 105 of this 
Act or section 407 of the Act of September 1, 1954, as amended (5 U.S.C. 
171z-l)." 

(4) Section 104 of such Act is amended by striking out in subsection (c) the 
world "military" and inserting after the words "common defense" the words 
"including internal security". 

(5) Section 104 of such Act is amended by striking from subsection (e) the 
words "not more than 25 per centum of the currencies received pursuant to each 
such agreement shall be available" and substituting "currencies shall also be 
available". 

(6) Section 104 of such Act is amended by adding the following new sub- 
sections : 

"(t) For the sale for dollars to nonprofit voluntary agencies for payment 
of expenses in foreign countries in connection with the distribution of surplus 
agricultural commodities and products thereof pursuant to titles II and III of 
this Act and section 9 of the Act of September 6, 1958 (72 Stat. 1790) : Pro- 
vided, That nothing contained herein shall prohibit the payment of such expenses 
pursuant to other authority contained in this or any other Act. 

"(u) For the sale for dollars to privately owned United States-flag com- 
mercial vessels for use in paying port fees, unloading, lightering, and other neces- 
sary expenses in foreign ports in connection with the carrying of cargo under 
this Act and section 9 of the Act of September 6, 1958 (72 Stat. 1790)." 

(7) Section 304 of such Act is amended by adding at the end thereof the 
following : "Any loan made under the authority of this section shall bear interest 
at such rate as the President may determine but not less than the cost of funds 
to the United States Treasury, taking into consideration the current average 
market yields on outstanding marketable obligations of the United States having 
maturity comparable to the maturity of such loans." 

(8) Section 108 of such Act is amended by striking out the words "six months" 
and inserting in lieu thereof the word "year" ; and by adding at the end of such 
section the following: "In the case of any country which has more than one 
exchange rate, or for which the exchange rate in effect at the time of the sale 
did not reflect the real value of the foreign currency, such report shall specify 
the various effective exchange rates, the exchange rate applied to the sale, an 
estimate of the real value of the currency, and such other information as may be 
appropriate to explain the transaction". 

(9) Section 203 of such Act is amended (i) by striking out "1961" and sub- 
stituting "1965"; (ii) by striking out "1964" and substituting "1969"; (iii) by 
striking out "$300,000,000"; and substituting "$450,000,000"; and (iv) by in- 
serting after "charges for general average contributions arising out of the 
ocean transport of commodities transferred pursuant hereto" the following: 
"or donated under said section 416, section 308 of this Act or section 9 of the 
Act of September 6, 1958 (72 Stat. 1790)". Clauses (i), (ii), and (iii) hereof 
shall not become effective until January 1, 1965. 
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(10) Sections 109 and 204 of such Act are amended by striking out "1964" 
and inserting "1969". 

(11) Title III of such Act is amended by adding at the end thereof the fol- 
lowing new section : 

"Sec. 309. The President shall take such measures as may be necessary to 
assure that funds and commodities available under title I and IV and section 202 
of this Act are used only to carry out purposes which otherwise would be 
carried out with appropriated funds. The President shall include in the annual 
budget required by the Budget and Accounting Act, 1921, for the fiscal year ending 
June 30, 1966, and for each fiscal year thereafter a statement showing for each 
subsection of section 104 the following: (a) The estimated amount of foreign 
currencies available under title I for the purposes of such subsection, and the 
amount proposed to be used therefor during such fiscal year; (b) the estimated 
amount of all other commodities and funds available under each other provision 
of this and other Acts for generally similar purposes, and the amount thereof pro- 
posed to be used for such generally similar purposes during such fiscal year; (c) 
the amount of appropriations provided for in the budget for generally similar pur- 
poses, designating each appropriation item ; (d) the reasons for not using commod- 
ities and funds described in (a) and (b) in lieu of the appropriations described 
in (c) ; and (e) the total amounts of currencies, commodities and funds de- 
voted to such purposes and generally similar purposes during the period 
beginning July 10, 1954, and ending up with the last date prior to the sub- 
mission of the budget for which such information is available. For the 
purposes of the foregoing sentence currencies, commodities, and funds shall 
be considered available for any purpose if they could lawfully and prop- 
erly be used for such purpose, even though they may have been administra- 
tively allocated to some other purpose. Such statement shall also contain an 
estimate of the value of commodities to be covered by sales agreements or grants 
negotiated or made under title I and IV and section 202 of this Act, respectively, 
during such fiscal year ; the amounts of the sales proceeds therefor ( including the 
value of any economic or community development carried out through grants 
under section 202) ; the purposes for which such proceeds will be used; the 
extent to which such use will preclude the necessity for the appropriation of other 
funds ; and, if any foreign currencies which will accrue under any such agree- 
ment cannot be used within the foreseeable future, the reasons for entering into 
such agreement. No agreement shall be entered into which would result in ex- 
ceeding any estimate provided for in the preceding sentence, or such other limi- 
tation as may be fixed by appropriation Act." 

(12) The first sentence of section 403 of such Act is amended by striking out 
the words "more than" and inserting the words "less than". 



[S. 2025, 88th Cong., 2d sow.] 

A BILL To amend title II of Public Law 480, Eighty-third Congress, to authorize the use 
of foreign currencies by the President to carry out more effectively programs undertaken 
under titles II and III 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 203 of the Agricultural Trade 
Development and Assistance Act of 1954 (Public Law 480, Eighty-third Congress) , 
as amended, is amended as follows : 

(1) After the third sentence insert the following new sentence: "In addition 
to other funds available for such purposes under any other Act, funds made 
available under this title may be used to purchase foreign currencies accruing 
under title I in order to meet costs (except the personnel and administrative costs 
of cooperating sponsors, distributing agencies, and recipient agencies) designed to 
assure that commodities made available under this title or under title III are used 
to carry out more effectively the purposes for which such commodities are made 
available or to promote community and other self-help activities designed to alle- 
viate the causes of the need for such assistance : Provided, however, That such 
funds shall be used only to supplement, and not substitute for, funds normally 
available for such purposes from other non-United States Government sources." 

(2) In the last sentence after "costs" insert "or for the purchase of foreign 
currencies". 
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[H.R. 12298, 88th Con*., 2d eess.l 

A BILL To extend the Agricultural Trade Development and Assistance Act of 1954, and 

for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Agricultural Trade Development 
and Assistance Act of 1954, as amended, is further amended as follows : 

(1) Effective January 1, 1965, section 103(b) of such Act is amended by 
striking out "1962" and substiuing in lieu thereof "1965", by striking out 
"1964" and substituting in lieu thereof "1967", by striking out "$4,500,000,000" 
and substituting in lieu thereof "$4,000,000,000", and by inserting prior to the 
colon the following: "plus any amount by which agreements entered into in 
prior years have called or will call for appropriations to reimburse the Commodity 
Credit Corporation is amounts less than authorized for such prior years by this 
Act as in effect during such years". 

(2) Section 104 of such Act is amended by striking out in subsection (c) 
the word "military" and inserting after the words "common defense" the words 
"including internal security". 

(3) Section 104 of such Act is amended by striking from subsection (e) the 
words "not more than 25 per centum of the currencies received pursuant to 
each such agreement shall be available" and substituting "currencies shall also be 
available to the maximum usable extent". 

(4) Section 104 of such Act is amended by adding the following new 
subsections : 

" (u) To use foreign currencies which are in excess of the normal requirements 
of the United States as determined by the Secretary of the Treasury, to promote 
the development of the resources of less developed friendly foreign countries, 
their technical knowledge and skills in fields such as food production and distribu- 
tion, education, health and medicine, and engineering, in a manner which will 
secure to the United States the maximum benefit from currencies accruing 
under this title: Provided, however, That no such use shall be made of such 
currencies which would have the effect of reducing the dollar reimbursement to 
the Commodity Credit Corporation for foreign currencies. There is hereby 
established an advisory committee composed of the Secretary of Agricuture, the 
Director of the Bureau of the Budget, the Administrator of the Agency for 
International Development, the chairman and the ranking minority member 
of the House Committee on Agriculture, and the chairman and the ranking 
minority member of the Senate Committee on Agriculture and Forestry. The 
functions of such Committee shall be to review from time to time the status of 
foreign currencies which accrue under this title and to make recommendations 
to the President with regard to (1) the use of excess currencies under the 
authority conferred upon him by this subsection and (2) grants under subsec- 
tion (e) hereof. 

"(v) For the use of the House Committee on Agriculture and the Senate 
Committee on Agriculture and Forestry to make investigations and studies 
deemed necessary by the chairman of the respective committees to carry out 
their statutory responsibility for legislative oversight of operations under the 
provisions of this Act." 

(5) The first proviso at the end of section 104 of such Act is amended by 
striking out "to not less than 10 per centum of the foreign currencies which 
accrue under this title :" and substituting ", effective with respect to agreements 
entered into beginning January 1, 1965, to not less than 20 percentum in the 
aggregate of the foreign currencies which accrue under such agreements :". 

(6) Section 108 of such Act is amended by striking out the words "six months" 
and inserting in lieu thereof the word "year". 

(7) Sections 109 and 204 of such Act are amended by striking out "1964" and 
substituting in lieu thereof "1967". 

(8) Section 203 of such Act is amended by striking out "1961" and sub- 
stituting "1965"; by striking out "1964" and substituting "1967"; by striking 
out "$300,000,000", and substituting "$450,000,000"; and by inserting after 
"charges for general average contributions arising out of the ocean transport of 
commodities transferred pursuant hereto" the following : "or donated under said 
section 416, section 308 of this Act or section 9 of the Act of September 6, 1958." 

(10) Section 203 of the Act is amended by inserting after the third sentence 
of said section the following new sentence : "In addition to other funds available 
for such purposes under any other Act, funds made available under this title 
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may be used to purchase foreign currencies accruing under title I in order to 
meet costs (except the personnel and administrative costs of cooperating spon- 
sors, distributing agencies, and recipient agencies) designed to assure that com- 
modities made available under this title or under title III are used to carry out 
more effectively the purposes for which such commodities are made available or 
to promote community and other self-help activities designed to alleviate the 
causes of the need for such assistance : Provided, however, That such funds shall 
be used ony to supplement and not substitute for, funds normally available for 
such purposes from other non-United States Government sources," and by in- 
serting after the word "costs" in the last sentence the words "or for the pur- 
chase of foreign currencies". 

(11) Section 101 of such Act is amended by striking out in subsection (f ) the 
words "from the government or agencies thereof" and further by striking the 
period at the end of subsection (f) and adding the following: ", and which are 
not less favorable than the highest of exchange rates obtainable by any other 
nation.". 

Sec. 2. Subsection (b) of section 612 of the Foreign Assistance Act of 1961, 
as amended, is amended (1) by redesignating it as subsection (t) of section 104 
of the Agricultural Trade Development and Assistance Act of 1954, as amended. 

(2) By striking "this Act" and substituting "the Foreign Assistance Act of 
1961, as amended.". 

(3) By changing the period at the end of the subsection to a comma and add- 
ing "except that in the case of any such foreign currencies acquired through 
operations under title I of the Agricultural Trade Development and Assistance 
Act of 1954, as amended, the United States dollars received from the sale of such 
foreign currencies shall be deposited to the account of the Commodity Credit 
Corporation and shall be treated as a reimbursement to Commodity Credit Cor- 
poration under section 105 of this Act." 

Sec. 3. Section 416 of the Agricultural Act of 1949, as amended, is amended 
by adding the following at the end of such section: "The assistance to needy 
persons provided in (4) above shall, insofar as practicable, be directed toward 
community and other self-help activities designed to alleviate the causes of the 
need for such assistance.". 

Department of Agriculture, 
Washington, D.C., October 10, 1963. 
Hon. Aixen J. Ellender, 

Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Dear Mr. Chairman : This is in response to your request for a report on S. 
1498, a bill to amend section 304 of the Agricultural Trade Development and 
Assistance Act of 1954, commonly known as Public Law 480 (83d Cong.). 

S. 1498 would amend section 304 to (1) provide for the use of title I of the 
act for "alternative marketing and purchasing opportunities" to assist friendly 
nations to be independent of trade with the Soviet bloc and (2) add areas and 
nations dominated or controlled by the Communist regime in China to the coun- 
tries from which the United States would seek to assist friendly countries to 
be independent in their trade. 

The Department does not recommend enactment of the provision for alternative 
marketing and purchasing opportunities but has no objection to the provision 
adding areas dominated or controlled by the Communist regime in China. 

Considerable use is made of the title I, Public Law 480 authority to assist 
friendly nations to be independent of trade with the Soviet bloc. Sales of 
U.S. surplus agricultural commodities for foreign currencies are made to these 
countries, thereby making it unnecessary that they obtain these commodities 
from the Soviet bloc. The proposed amendment of section 304 would neither 
broaden nor facilitate the use of title I. 

If the proposed language regarding alternative marketing and purchasing 
opportunities contemplates the use of title I proceeds to purchase other com- 
modities from friendly countries in order to make them independent of trade 
with Sino-Soviet bloc countries, we believe this would be neither practicable nor 
desirable. It is highly unlikely that arrangements could be made with partici- 
pating countries to purchase or effectively use commodities in this manner. In 
the administration of title I, Public Law 480, we have not experienced the need to 
use foreign currency proceeds for the purpose of preemptive purchases. More- 
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over, we believe it would be undesirable that legislation be enacted which 
would suggest that the United States intends to use the title I authority for 
this purpose. 

With respect to adding areas dominated or controlled by the Communist regime 
in China to those countries from which the United States would seek to assist 
friendly contries to be independent in their trade, we have been advised by the 
Department of State that it considers this change useful and desirable and 
entirely consistent with U.S. policy regarding the Communist Chinese regime. 
Therefore, the Department would have no objection to the enactment of this 
proposal. 

The Bureau of the Budget advises that there is no objection to the presentation 
of this report from the standpoint of the administration's program. 
Sincerely yours, 

Charles S. Murphy, Acting Secretary. 



Department of State, 
Washington, October 11, 196S. 
Hon. Allen J. Ellender, 

Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Dear Mr. Chairman : Your letter of May 10, 1963, requested a report on S. 
1498, a bill to amend section 304 of the Agricultural Trade Development and 
Assistance Act of 1954. 

Senate bill 1498 would add a specific reference in section 304 to the use of 
title I of the act to provide "alternative marketing and purchasing opportuni- 
ties," as a means of assisting friendly nations to be independent of trade with 
the Soviet bloc. Secondly, the bill would add areas controlled by the Communist 
regime in China to those countries from which the United States would seek to 
make friendly countries independent with regard to trade. 

The Department believes that the first of these additions would be both 
unnecessary and undesirable, but that the second would be desirable. 

There is no need to add specific reference in section 304 to the provision of 
"alternative marketing and purchasing opportunities" for friendly nations. The 
administration is already authorized by section 304 to do this, and the new 
language would not add to its authority in this connection. 

However, the language on "alternative marketing and purchasing opportuni- 
ties" would have certain undesirable effects. It would indicate that Congress 
expects the administration not only to sell surplus agricultural commodities, 
but also to use some of the foreign currency proceeds deriving from such sales 
to purchase other commodities in order to render some countries independent of 
trade with Sino-Soviet bloc countries. Thus the new language would suggest, 
although this may not have been intended, that the U.S. Government is about 
to embark on a major campaign of preemptive buying of commodities through- 
out the world. The Department considers that it would be unfortunate to con- 
vey any such impression to the less developed countries. It is likely that many 
of them would soon urge the U.S. Government to buy from them large quantities 
of various commodities which they might otherwise sell or barter to Communist 
countries. This Government would be faced with the unpleasant alternatives of 
accommodating a number of these countries, which would involve expenditures 
far out of proportion to the potential gains involved in temporarily decreasing 
somewhat their trade with Communist countries, or of disappointing these gov- 
ernments by rejecting such offers. Furthermore, any preemptive purchasing by 
this Government might serve to stimulate uneconomic production in these coun- 
tries and to arouse expectation that surplus commodities could always be dis- 
posed of in the United States. 

The Department of State has not encountered a situation in recent years where 
it appeared desirable and practicable to influence the trade of a free world 
country with a Communist country by resorting to preemptive purchases with 
funds derived from the sale of surplus agricultural commodities. Under these 
circumstances it must oppose a provision which would suggest that the U.S. 
Government intends to make a regular practice of such a technique. If a 
highly unusual situation should arise in which it would be desirable to resort 
to preemptive buying, this could be done even without the additional language 
contained in Senate bill 1498. 
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The second change which would be effected by Senate bill 1498 would add 
areas controlled by the Communist regime in China to those from which the" 
U.S. Government should seek to make friendly countries independent in their 
trade. The Department considers that this change would be a useful and de- 
sirable one entirely consistent with the U.S. policy regarding the Communist 
Chinese regime. It wishes to support that part of Senate bill 1498 which would 
serve this purpose. 

The Bureau of the Budget advises that, from the standpoint of the adminis- 
tration's program, there is no objection to the presentation of this report for 
the consideration of the committee. 
Sincerely yours, 

Fbedebick G. Duttoh, 

A88istant Secretary 
(For the Secretary of State). 

Department of Agriculture, 
Washington, D.C., February 18, 1904. 
Hon. Carl Hayden, 
President Pro Tempore 
U.S. Senate. 

Dear Senator Hatden : One of the deep satisfactions that come to me as Secre- 
tary of Agriculture is the fact that I am able to play a part in carrying forward 
our Nation's highly successful agricultural export program under Public Law 480. 
I know that many of my friends in Congress feel exactly the same way. 

Public Law 480 currently is making a greater contribution than at any time in 
its nearly 10 years of operation. Shipments of U.S. agricultural products under 
the program reached an alltime high record of more than $1.6 billion, export 
market value, in calendar year 1963. Not only are such shipments putting food 
and fiber into the hands of needy foreign friends and accelerating their growth 
programs, but also they effectively serve our farm and business communities by 
building future foreign markets for our efficiently produced abundance. Hun- 
dreds of thousands of jobs on our farms and in our towns and cities depend 
wholly or substantially on the production, processing, transporting, and related 
activities brought about by Public Law 480. 

The programs, operating in more than 100 nations, have begun to make a con- 
tribution to economic growth that is even more dramatic. More than half a mil- 
lion workers in 19 countries are paid directly in U.S. food under Public Law 480 
f ood-f or-work programs. Many thousands more are employed as a direct result of 
the use of local currencies for economic development projects. 

Titles I and II of the Agricultural Trade Development and Assistance Act of 
1954, as amended (Public Law 480, 83d Cong.) are authorized through the re- 
mainder of this calendar year. I am enclosing a draft of a proposed bill to extend 
these authorities. 

It is proposed that (1) the authority to enter into agreements under title I be 
extended 5 calendar years through December 31, 1969, and increased by $7.1 
billion for the 5-year period with a limitation of $2-5 billion in any calendar year 
with provision for the carryover of uncommitted authorizations from prior years, 
(2) the use of foreign currencies be authorized for procurement of equipment, 
materials, facilities, and services for internal security programs, in addition to 
the military categories presently authorized for the common defense, (3) the 
existing 25-percent limitation on loans to private business firms be eliminated, 
(4) authorization be included for the sale of title I currencies for dollars to 
voluntary agencies and to U.S.-flag vessels for payment of certain expenses in- 
curred under the act, (5) the requirement of reports on activities under the act 
be changed from every 6 months to each year, and (6) the title II authority be 
increased to $450 million for each of the calendar years 1965 through 1969 and 
authority to make general average contributions be extended to title III and 
related shipments. 

Title I of Public Law 480 authorizes the President to enter into agreements with 
friendly nations or organizations of friendly nations to provide for the sale of 
surplus agricultural commodities for foreign currencies. Congressional authori- 
zations for the 5-year period January 1, 1960, through December 31, 1964, total 
$9.5 billion, with a maximum of $2.5 billion during each of the calendar years 
1961 through 1964. Programing for the past 5 years resulted in costs to the 
Commodity Credit Corporation of approximately $9 billion. However, it is an- 
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ticipated that dollar reimbursements to the Commodity Credit Corporation from 
other agencies of the U.S. Government as a result of loan repayments and sales 
of title I currencies will provide approximately $1 billion so that authorization 
of further appropriations of $7.1 billion plus carryover of uncommited authoriza- 
tions will be sufficient. Public Law 87-128 which extended title I authority 
through December 31, 1964, did not include the provision for the carryover of un- 
commited authorizations from prior years which had been included in previous 
extensions of title I. The enclosed draft of a proposed bill requests that this pro- 
vision be restored to eliminate administrative and accounting problems which 
have resulted. 

The request for a 5-year extension of the title I program is presented to permit 
continuation of orderly programing and shipment of agricultural surplus to food 
and fiber deficit areas of the world, principally less developed nations. Enact- 
ment of the proposal will facilitate efforts to make maximum utilization of our 
agricultural abundance under the food-for-peace program and to continue to 
negotiate agreements on a long-term basis where there are oportunities to pro- 
gram commodities and it is in the interest of American agriculture to do so. 

The foreign currency uses now include authorization for procurement of mili- 
tary equipment, materials, facilities, and services for the common defense. In 
order to make clear that this authority can be used for activities in support of 
counterinsurgency programs, such as the Vietnam strategic hamlet program, 
and other activities vital to counteract CJommunist-inspired subversion and in- 
surgency, we are requesting that the authority be changed to delete reference to 
"military" goods and services and to make explicit that the authority may be 
used to procure any goods and services necessary for the "common defense" 
including within that concept 'Internal security programs." 

Public Law 480 now provides a limit of 25 percent on the amount of foreign 
currency that can be set aside in each agreement for loans to private business 
firms. There may be occasions when it would be beneficial to the developing 
countries and to the United States to provide for a larger share of title I cur- 
rency for this purpose. 

Amendment of section 104 is requested to provide for the scale of title I for- 
eign currencies to U.S. voluntary agencies for use in paying expenses abroad in 
connection with the distribution of donated commodities and to U.S.-flag vessels 
for use in paying port fees, unloading, lightering, and other charges at desti- 
nation in connection with the carrying of Public Law 480 cargo. It is now 
necessary for these users to purchase foreign currencies abroad to pay these 
expenses and the sale of title I currencies for this purpose would represent a 
dollar saving to the United States in countries where it is not necessary to 
purchase currencies to meet other U.S. obligations. This amendment would 
facilitate the negotiation of agreements providing for the use of funds for these 
purposes. 

The act provides that a report on activities be made every 6 months. The 19th 
semiannual report now in preparation, as well as the several immediately pre- 
ceding reports, reveal that these summaries of statistics and factual information 
will serve the purpose at considerably lower cost if they are submitted annually. 
Additional timely information is made available to tie committees, Congress, 
and the public as it becomes available and is most useful. 

In order to permit continuation of useful activities which have been possible 
under title II of Public Law 480 (relating to famine relief and other assistance), 
it is proposed that this authority be extended for 5 calendar years through 
December 31, 1969. It is also proposed that the authorization be increased to 
$450 million per calendar year. This amount along with uncommitted author- 
izations from prior years will provide for an expansion in the economic and com- 
munity development programs authorized under section 202. The current au- 
thorization for title II programs is $300 million per calendar year. However, by 
utilizing uncommitted authorizations from prior years, programing for fiscal 
year 1963 was at a rate of $354 million. Section 203 of Public Law 480 also 
authorizes the use of title II funds to pay certain transportation costs on com- 
modities donated under section 416 of the Agricultural Act of 1949, as amended, 
and authorizes the payment of charges for general average contributions from 
title II funds. It is proposed that language be inserted to extend the authority 
for the payment of charges for general average contributions to commodities 
donated under section 416 and related statutes when title II funds are used to 
pay ocean freight charges. 
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With the possible exception of the increasing operations under title II, enact- 
ment of the proposed legislation would result in no increase in employment or 
administrative costs in the fiscal year 1965. The program cost of $1.5 billion 
estimated for the fiscal year 1965 takes into account the proposed amendments. 
The Bureau of the Budget advises that enactment of the proposed legislation 
would be in accord with the program of the President. 
A similar letter is being sent to the Speaker of the House of Representatives. 
Sincerely yours, 

Obville L. Freeman, 

Secretary. 
Explanation 
This amendment would : 

(1) a. Extend title I for 5 years beginning January 1, 1965, and ending De- 
cember 31, 1969. 

&. Authorize agreements of $7.1 billion over the 5-year period, with not more 
than $2.5 billion in any one calendar year. In addition, the amendment would 
(1) provide for additional authorization of agreements by the amounts of reim- 
bursements to the Commodity Credit Corporation from other agencies of the U.S. 
Government for foreign currencies and repayment of economic development loans 
in dollars, currently estimated at approximately $1 billion, and (2) provide for 
carryover of unused authorization from prior years, including the approximately 
$407 million of unused balance not previously provided for as of December 31, 
1961, plus any amount remaining uncommitted from the current authorization 
on December 31, 1964, projected at approximately $500 million. (A similar pro- 
vision has been included in every extension of title I authority except that of 
Public Law 87-128, enacted August 8, 1961. Reenactment of this provision will 
eliminate administrative and accounting problems resulting from modifications 
and amendments of agreements which take place after the expiration of the 
authorization under which the agreements were signed.) 

(2) Authorize use of foreign currencies for procurement of any equipment, 
materials, facilities, and services necessary for the common defense including 
internal security. 

(3) Eliminate the 25-percent limitation on Cooley amendment loans of foreign 
currencies to private business firms. 

(4) a. Facilitate the negotiation of foreign currency amounts for sale to U.S. 
voluntary agencies as permitted by a new section 612(b) in the Foreign Assist- 
ance Act. 

6. Facilitate arrangements to furnish foreign currencies for payment of foreign 
charges instead of furnishing dollars with which ship operators buy foreign 
currencies to pay these charges. 

(5) Change from 6 months to each year the requirement of reports by the 
President to the Congress on activities under the act. 

(6) a. Extend title II for 5 years through December 31, 1969, and provide for 
an increase in the annual title II authorization to $450 million compared with 
the present $300 million. Utilizing unused authorizations from prior years, 
title II commitments during fiscal year 1963 amounted to $354 million. 

b. Extend to title III and related shipments the general average contribution 
authority now provided for title II shipments. Under general average arrange- 
ments, risks and losses to a vessel and its cargo are distributed in proportion 
to the value of the vessel, the cargo, and the freight to be earned. 



Senate Committee on Agriculture and Forestry Staff Summary of S. 2687 



This bill would amend Public Law 480, 83d Cong., 

(1) Require title I foreign currencies to be convertible to dollars to the 
extent consistent with the purposes of the act. 

(2) Prohibit Commodity Credit Corporation from financing ocean freight 
charges on title I shipments, except to the extent of the differential required 
as a result of cargo preference where the U.S.-flag vessel rate exceeds foreign 
vessel rates. 

(3) Limit title I agreements during 1965 through 1969 to $7.1 billion, plus 
unused authorizations from prior years (estimated at $907 million) and limit 
agreements during anyone of such 5 years to $2.5 billion; but each of these 
limits may be exceeded to the extent of the amount of U.S. dollars received by 
CCC; (i) in repayment of title I loans; and (ii) as reimbursements from other 
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agencies under section 105 of Public Law 480 or section 407 of the act of Sep- 
tember 1, 1954 (dealing with military housing) . 

(4) Define "common defense" in secton 104(c) as including internal security, 
so that title I currencies may be used to procure materials, facilities, and serv- 
ices for internal security. 

(5) Eliminate the provision of section 104(e) limiting loans to private busi- 
ness firms under the so-called Cooley amendment to 25 percent of the foreign 
currencies received pursuant to each agreement 

(6) (a) Facilitate the negotiation of foreign currency amounts for sale for 
dollars to U.S. voluntarily agencies as permitted by a new 612(b) in the Foreign 
Assistance Act. 

(b) Facilitate arrangements to furnish foreign currencies for sale for dollars 
to private owned U.S. -flag vessels to cover port fees, unloading, lightering and 
other necessary expenses in foreign ports in connection with cargo under Pub- 
lic Law 480 and section 9 of the act of September 6, 1958 (relating to foreign 
donation of fats and oils and donations to areas under U.S. jurisdiction or ad- 
ministration). 

(7) Require title I loans to bear interest at not less than the cost of funds 
to the United States. 

(8(a) Provide for annual, instead of semiannual, reports by the President, 
(b) Require such reports to contain a full explanation of any transactions 
involving exchange rates which do not reflect full value. 

(9) (a) Limit title II assistance during each of the 5 years 1965 through 1969 
to $450 million (compared with $300 million at present), plus, as at present, the 
unused authorization for the preceding year. 

(b) Extend to title III and related shipments the authority (now provided 
for title II shipments) to pay general average contributions from title II funds. 
Under general average arrangements, risks and losses to a vessel and its cargo 
are distributed in proportion to the value of the vessel, the cargo, and the freight 
to be earned. 

(10) Extend titles I and II 5 years through 1969. 

(11) restrict use of title I foreign currencies, section 202 commodity grants, 
and title IV credit sales promoting economic development to purposes for which 
funds would otherwise be appropriated; require the budget to show in one 
place all funds available, requested, or to be generated for each purpose set out 
in section 104 of Public Law 480 ; and require advance justification of any agree- 
ment which would generate foreign currencies for which there is no foreseeable 
need. 

(12) make the cost of funds to the United States the minimum, rather than 
the maximum, interest rate on title IV credit sales. 

The provisions described in clauses (3), (4), (5), (6), (8) (a), (9), and (10* 
constitute the provisions requested by the Secretary of Agriculture in his letter 
of February 18 to the President Pro Tempore of the Senate. The clause num- 
bers correspond to the clause numbers in the bill. 



Comptroller General of the United States, 

Washington, D.C., June 16, 1964. 
Hon. Allen J. Ellender, 

Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

Dear Mr. Chairman : Your letter of May 18, 1964, requests our comments on 
S. 2687, which would extend the Agricultural Trade Development and Assistance 
Act of 1954, as amended, 22 U.S.C. 1922 (hereinafter referred to as Public Law 
480) , and make certain amendments thereto. 

The extension of P.L. 480 involves matters of policy which are primarily 
for determination by the Congress and one on which we have no recommendations 
to make. We do have some comments, however, as a result of our reviews of 
P.L. 480 and foreign assistance programs which we believe warrant serious 
consideration by the Congress. 

Section 3 of S. 2687 would amend section 103(b) of P.L. 480 to provide 
that agreements for the sale of surplus agricultural commodities under Title 
I shall not be entered into which call for appropriations to reimburse Commodity 
Credit Corporation (CCC) in an amount in excess of $7.1 billion in the 5-year 
period starting January 1, 1965, in addition to unused authorizations from prior 
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years. Agreements during anyone of such 5 years may not be entered into which 
would call for appropriations to reimburse CCC in an amount in excess of $2.5 bil- 
lion. However, these limits can be exceeded by the amount of loan repayments 
received in dollars under title I or certain dollar amounts received as reim- 
bursements from other agencies for the purchase of foreign currencies. 

Data submitted by the executive branch indicates that the foregoing authori- 
zation is designed to permit commodities in the amount of $9 billion, including 
associated costs, to be sold under title I in the 5-year period. As far as we 
have been able to determine, the data submitted to the Congress justified this 
amount solely on estimates that annual sales will be reached during 1965-69 
in the same volume as the annual level of title I sales for the past 5 years. 
Once this total amount is authorized the proposed title I sales, programs of the 
executive agencies are not subjected to annual appropriation reviews by the 
Congress. Annual appropriations are made by the Congress, however, based 
on estimates of amounts necessary to reimburse the Commodity Credit Corpora- 
tion for the commodities to be shipped abroad under the title I program during 
the budget year and for prior year costs not previously reimbursed. 

Under this arrangement the executive branch has almost unlimited discretion 
within the $9 billion ceiling, to determine such matters as the countries with 
whom sales agreements wilt be made, the amounts of surplus agricultural com- 
modities that will be sold in each country and the type of commodities to be 
included in the sales. In addition, the executive branch has wide latitude in 
determining the conditions of sale in such matters, such as: whether sales of 
surplus commodities will be for local currency. U.S. dollars, or long-term credits ; 
the amounts of sales proceeds to be made available for loans or grants to the 
recipient country ; and the amounts of sales proceeds which will be made avail- 
able for U.S. uses. 

It is evident that P.L. 480 title I sales of surplus agricultural commodities are 
not strictly commercial transactions since the sales proceeds which accrue to 
the United States are in the local currencies of the recipient country, most of 
which are given back to the country in the form of loans or grants. Such sales 
are but one part of the total program of economic assistance provided to achieve 
U.S. foreign policy objectives. However, no equivalent degree of congressional 
review exists over the programs and conditions under which surplus agricul- 
tural commodities are provided to foreign countries similar to that which exists 
over other elements of the foreign assistance program. Since such commodities 
are an integral part of the foreign assistance program and provide resources for 
economic development and other purposes which differ only in composition from 
the other kinds of resources provided to these countries under foreign assistance 
legislation, the Congress may wish to consider the desirability of reqiuring the 
executive agencies to submit annual justifications, as part of the appropriation 
process, for the sales programs which are proposed under title I, taking into 
account such matters as the ability of the recipient countries to procure the 
commodities with dollars or on long-term credit, the extent of foreign currencies 
currently being held by the United States in these countries, the extent to which 
additional title I sales would increase such holdings and the purposes for which 
the local currencies would be used. This could be accomplished by substituting 
the language "not to exceed $2,500,000,000 provided annually in appropriation 
acts," for the phrase "in excess of $2,500,000,000" in line 19, page 2, of S. 2687. 
In this manner, the Congress would be in a position to (1) evaluate the economic 
assistance being furnished in the form of surplus agricultural commodities in the 
light of other types of assistance being provided, (2) consider the impact of the 
P.L. 480 program on the overall program of the United States to achieve its 
economic and political objectives in each of the recipient countries, and (3) assure 
optimum movement abroad of surplus agricultural commodities. 

The foregoing would appear to be especially pertinent in light of the following 
considerations : 

1. Very large amounts of local currencies have accrued in many countries from 
tile I sales which are excess to any foreseeable needs of the United States and 
which may present considerable difficulties to the countries concerned. Con- 
tinued accumulation of such excesses under the broad authority proposed to be 
given to the executive agencies to provide additional commodities to foreign 
countries and incur additional associated costs totaling $9 billion may compound 
these difficulties. The following table shows the trend of U.S. holdings of local 
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currencies in countries which have been determined to be excess currency 
countries. 



Country and currency 



Equivalent value in millions of dollars, 
at the then current rate of exchange 



June 1961 



June 1962 



June 1963 



India (rupees) 

Poland (zlotys) 

Yugoslavia (dinars) „.. 

United Arab Republic (pounds) 

Pakistan (rupees) 

Israel (pounds) 

Burma (kyats) 

Indonesia (rupiah).. 



$977 
349 
104 
129 
209 
72 
37 



$1,022 
393 
178 
156 
165 
47 
33 
96 



$1, 010 
442 
279 
211 
190 
68 
32 
»21 



* Change in exchange rate during fiscal year 1963 caused $130,000,030 decrease. 

2. P.L. 480 exports of farm products during fiscal year 1963 account for 30 
percent of the total agricultural exports of the United Statea They represent 
76 percent of all wheat exported, 21 percent of total edible vegetable oil exports, 
58 percent of total milled rice exports and 34 percent of all cotton exports. 
This large volume of agricultural commodity movements under P.L. 480 presents 
a danger of displacing normal commercial dollar sales and a consequent adverse 
effect on the U.S. balance-of -payments position. 

3. The executive agencies have pointed out that the P.L. 480 programs have 
operated to develop commerical markets in countries which heretofore have not 
deemed it desirable to procure U.S. farm products. Increasing dollar purchases 
of wheat by Japan and of soybean oil by Spain have been cited as outstanding 
examples. However, the continued programing of title I sales to such countries 
as India, Pakistan, and the United Arab Republic is not likely to develop com- 
mercial dollar markets. While the executive agencies are aware of this problem 
and have developed elaborate mechanisms for considering these matters at the 
time sales agreements are negotiated, the Congress may feel it desirable to under- 
take annual reviews of the agencies' plans and programs in this respect. 

4. Title I foreign currency sales agreements, since the start of the program, 
have involved about $14 billion. Title IV sales agreements which involve dollar 
payments by foreign governments have amounted to about $236 million. The 
proposed authorization of $9 billion is premised on annual sales agreements at 
about the same level as in the preceding 5-year period. The Congress may want 
to consider the desirability of annual reviews of the agricultural sales programs 
to assure the proposed level of local currency sales does not overlook the possibility 
of maximizing dollar commercial sales and that such level is in consonance with 
the objective of moving the P.L. 480 program toward increasing use of title IV 
dollar sales. 

5. In recent years congressional attention has been focused on the desirability 
of reviewing U.S. economic assistance to foreign countries in light of the coun- 
tries' own efforts to develop their economies. Foreign assistance legislation has, 
in the past required the development of plans by U.S. agencies for the phase- 
down of U.S. assistance as the foreign economies improve and U.S. economic 
assistance attains its objective of helping the recipient countries to become self- 
sufficient. Proposed surplus agricultural commodity assistance, since it is an 
integral part of economic assistance being furnished foreign countries, could 
well be considered by the Congress as coming within the same objective and 
subject to the same annual scrutiny. In this respect, we have noted in some of 
the reviews we now have underway that certain AID missions are treating com- 
modities available under P.L. 480 as but one type of economic resource being fur- 
nished to the country to assist it in its economic development and undertake nego- 
tiations with the country for additional quantities of P.L. 480 commodities in light 
of the programs which the country itself has undertaken to achieve self-suffi- 
ciency. Under these circumstances, P.L. 480 sales agreements are used as a 
lever to increase the pace of country agricultural development and to hasten the 
time when title I local currency sales can be eliminated. In other countries, we 
noted little effort on the part of AID in this direction and as a result the under- 
developed countries seem to feel that foreign import requirements will be met 
for the indefinite future through P.L. 480 transactions. The authorization of 
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an annual level of title I, P.L. 480 operations for the subsequent 5-year period 
at the same level as the preceding levels without an annual review by the Con- 
gress would appear to do little to alter the attitude of these countries and allevi- 
ate the pressure on the executive agencies to provide additional quantities of 
P.L. 480 commodities. 

Section 11 of S. 2687, would add a new section 309 to P.L. 480, which appears to 
have the objective of establishing tighter annual congressional review and con- 
trol over certain sections of P.L. 480 by requiring the submission of data in the 
annual budget to (1) show that maximum use is being made of surplus com- 
modities and foreign currency proceeds to carry out programs that would other- 
wise require appropriated funds ; (2) justify annual surplus commodity programs 
in terms of the need for and intended use of U.S.-owned foreign currency ; and 
(3) justify agreements that would generate foreign currencies over and above 
these requirements. These objectives are generally in line with those we have 
delineated above. The proposed amendment contains a number of requirements 
for the submission of detailed information deemed necessary to carry out these 
objectives. In addition, section 309 would provide for annual submission of 
estimates of the value of commodities to be covered by sales agreements or 
grants negotiated or made under titles I and IV and section 202 of P.L. 480 
during each fiscal year and limits the amount of agreements which can be 
entered into to such estimates. 

A number of reviews we have performed bear out the need for imporved con- 
trols to assure maximum utilization of foreign currency proceeds in lieu of U.S. 
dollars. For example, we reported to the Congress in October 1962 (B-146749), 
that dollar expenditures abroad could be reduced if better use were made of 
U.S.-owned local currencies. In addition, congressional hearings in November 
1963 disclosed that substantial dollar expenditures had been made by the United 
States in India to finance the purchase of goods for other friendly countries when 
at the same time substantial amounts of Indian currency were available for U.S. 
use. 

Although we agree with the objectives embodied in the proposed section 309, 
it appears that the prescribed methods of accumulating and reporting data, and 
imposing program limitations, might not effectively achieve these objectives. 
However, data is readily available within the executive departments which would 
permit the compilation of meaningful information on country programs in terms 
of the commodity needs of the countries, the level and type of commodity assist- 
ance being proposed and the availability and utilization of local currencies in 
each of the countries securing assistance under P.L. 480. 

We believe, therefore, that objectives such as those sought in the proposed 
amendment could be achieved by requiring submission to the Congress in support 
of the annual budget of the following types of data for each country involved 
in surplus commodity programs : 

1. For each fiscal year, the amounts of proposed sales agreements under P.L. 
480 together with the justification for entering into these agreements. The justi- 
fication should include sufficient information on economic conditions in the 
country, including country agricultural commodity requirements, local produc- 
tion, normal commercial procurements from the United States and other coun- 
tries, foreign exchange holdings, and such other economic data as would permit 
an evaluation of the need for the level and type of assistance being proposed. 

2. Historical data regarding sales agreements entered into and commodities 
furnished in prior years. This information would be useful in permitting the 
Congress to detect trends and ascertain progress being made toward achieving 
congressional intent to shift emphasis of programs from local currency sales 
to dollar sales and to phase down programs as country economic conditions 
improve. 

3. The extent of foreign currencies generated from U.S. dollar programs and 
surplus commodity programs, in sufficient detail to show the program origin of 
the funds and the agreed purposes for which they may be used. 

4. Projected amounts of generation and proposed usage of foreign currency, 
by source and application, during the budgeted fiscal year. Should proposed 
agreements result in accrual of foreign currencies which cannot be used within 
the foreseeable future, the reasons for entering into such agreements. 

5. Actual dollar expenditures by U.S. agencies in such country during the 
preceding fiscal year, together with an analysis of reasons why available foreign 
currency was not used in lieu of dollars. 
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6. Proposed dollar expenditures of U.S. agencies in each country for the budg- 
eted fiscal year, together with an analysis of reasons why available or projected 
generations of foreign currency is not proposed for use in lieu of dollars. 

Submission of the above data would permit the Congress to subject P.L. 480 
programs to the same type of analysis as is required for proposed economic and 
military assistance programs. If considered in conjunction with data now sub- 
mitted for those programs, the Congress would be in a position to evaluate 
assistance in the form of surplus agricultural commodities in light of other 
types of assistance being provided, and to evaluate the impact of the P.L. 480 
program on the overall U.S. program for achievement of economic and political 
objectives in each of the recipient countries. 

We also believe that the Congress may wish to consider the adoption of lan- 
guage similar to that included in section 634 of the Foreign Assistance Act of 
1961, as amended, which requires the administration to notify appropriate con- 
gressional committees of significant changes to programs as previously submitted 
and justified in lieu of the last sentence of section 309 which would restrict the 
administration to the detailed budget estimates. This provides the administra- 
tion with the flexibility it believes necessary to carry out foreign policy while 
permitting the Congress to evaluate the need for any significant changes to 
original plans and programs. 

S. 2687 would amend section 104(c) of P.L. 480 to authorize the use of foreign 
currencies to procure equipment, material, facilities, and services for the common 
defense including internal security. Section 104(c) presently contains author- 
ization for such use to procure military equipment, materials, facilities and 
services for the common defense. 

U.S.-owned local currencies have been provided for military budget support 
purposes in six countries under section 104(c) (Taiwan, Iran, Korea, Pakistan, 
Turkey, and Vietnam) and for military base construction and mapping services 
in a number of these and other countries. These programs have been justified as 
necessary to support large military forces which these countries cannot support 
from their own resources. 

Our review of military budget support programs carried out with section 104(c) 
funds by the Department of Defense have disclosed significant deficiencies in 
programing and administration. Foreign currencies in some instances have been 
made available without regard to actual need, funds have been released for 
general purposes and have been merged with country funds instead of being 
identified with specific projects of priority need, and reviews by U.S. agencies of 
the actual usage of funds have been incomplete and ineffective. 

The fiscal year 1965 budget presentation to the Congress shows that the Agency 
for International Development presently administers programs in about 30 
countries relating to internal security, including counterinsurgency and para- 
military operations. U.S. dollar funds totaling about $84 million are estimated 
for expenditure on these programs through June 30, 1964, and about $20 million 
is proposed for fiscal year 1965. 

The proposed amendment to section 104(c) would permit the use of foreign 
currency generated under P.L. 480 to meet local operating and maintenance costs 
of internal security forces that are now being almost completely financed by 
recipient countries. Only a few of the countries with AID-supported internal 
security programs have been supported to any extent with U.S.-owned foreign 
currencies and, with the exception of Vietnam and Indonesia, foreign currency 
amounts have been relatively small. In Vietnam, counterinsurgency programs 
have been jointly financed by the United States and Vietnam, and United States 
foreign currencies used have been generated by cash grants and a commodity 
import program. In Indonesia, U.S.-owned foreign currency has been made 
available for construction of facilities. 

We perceive no objection to the use of P.L. 480 foreign currencies to support 
essential internal security programs, where the alternative would require genera- 
tion of foreign currencies through cash grants or commodity import programs. 
It should be recognized, however, that the assumption by the United States of the 
responsibility for supporting internal security forces heretofore supported by the 
country governments may involve the development of a military force structure 
in excess of the forces established as an objective by the Joint Chiefs of Staff, 
would tend to diminish the incentives for the country government to mobilize 
effectively its own internal resources, and would decrease the amounts of local 
currencies available for economic development. We believe, therefore, that the 
use of P.L. 480 foreign currencies to support internal security programs requires 
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a thorough review to assure that (1) U.S.-owned foreign currencies are used only 
if the local costs of these programs is clearly beyond the capability of the recipi- 
ent country to finance from its own resources, and (2) U.S. foreign currencies 
are a supplement to, rather than a substitute for, recipient country funds now 
being used to support these programs. In this respect, the Congress may wish 
to consider the following factors which indicate that the use of P.L. 480 foreign 
currencies could be a substantial and continuing cost to the United States : 

(1) Internal security forces being assisted by AID amount to several hundred 
thousand personnel. For example, internal security forces number 123,000 in 
Indonesia, 120,000 in Brazil, and 46,000 in Burma. Even partial support of the 
local costs of these forces could be very costly. 

(2) The use of foreign currency for section 104(c) purposes is not controlled 
through the provision of appropriations, since this section of P.L. 480 is ex- 
empted from the provisions of section 1415 of the act of July 15, 1952 (66 Stat. 
663, 31 U.S.C. 724). There would be less incentive to limit the size of internal 
security programs since these programs would not require the same degree of 
justification and budgetary control as appropriated funds. 

(3) Our reviews of the use of section 104(c) foreign currencies for common 
defense programs have shown that substantial amounts of currencies have been 
released to recipient countries without a firm determination as to need and with- 
out appropriate safeguards to assure proper and effective use. 

In light of the foregoing, your committee may wish to consider limiting the 
authroization for use of foreign currencies for internal security programs to 
those situations where the President determines that counterinsurgency activities 
require the use of U.S.-owned foreign currencies. This could be done by 
including in the bill a provision similar to those in sections 505 and 512 of the 
Foreign Assistance Act of 1961 (as amended by sec. 202 of the Foreign Assistance 
Act of 1963 (77 Stat 384) ), limiting the furnishing of military assistance for 
internal security requirements unless the President determines otherwise and 
promptly reports such determination to the Congress. 
Sincerely yours, 

Joseph Campbell, 
Comptroller General of the United States. 

The Chairman. Our first witness is the Secretary of Agriculture. 
Mr. Freeman, we will be glad to hear from you now. Will you 
proceed? 

STATEMENT OF HON. 0RVHLE L. FREEMAN, SECRETARY OF 

AGRICULTURE 

Secretary Freeman. Mr. Chairman and members of the committee, 
it is an honor and a pleasure to meet with you to support extension 
of titles I and II of the Agricultural Trade Development and Assist- 
ance Act of 1954 — Public Law 480. These are essential parts of 
Public Law 480, under which for the past 10 years we have carried 
on a program of enormous importance to the United States and the 
rest of the free world. 

The Congress has every reason to be proud of Public Law 480. This 
is landmark legislation. It is legislation enacted with bipartisan sup- 
port, which not only has promoted economic well-being at home, but 
which also has demonstrated before all the world that we are meeting 
our moral obligation to use our food abundance to combat hunger. 

I am confident that when the history of this period is finally writ- 
ten, the food-for-peace program, made possible by Public Law 480, 
will be acclaimed as one of our top achievements. I can think of no 
similar effort in history that has done so much for so many people — 
both to those who give and those who receive. 

This Public Law 480 food-for-peace program expands outlets for 
American farm products at the same time that it nelps in a major 
way to end famine and combat malnutrition and hunger. 

J Digitized by CjOOgle 



16 EXTENSION OF PUBLIC LAW 480, 83D CONGRESS 

It strengthens the economy of the United States — and promotes 
economic growth in the less developed countries, hastening the day 
when these countries, which make up the last vast underdeveloped 
market in the world, will become partners with us in commercial 
trade — the kind of trade that expands itself, regenerates itself, per- 
petuates itself. 

It creates jobs for American workers — and pays the wages of 
workers on many foreign economic development projects. 

It promotes American objectives of security and peace, while rais- 
ing standards of living for people desperately eager to move up on the 
economic ladder. 

It improves the U.S. balance-of -payments position at the same time 
that it promotes the education and health of millions of foreign school- 
children. 

It helps our farmers use their technology and resources in this age 
of adjustment from scarcity to abundance — and gives the rest of the 
world a chance to compare the productivity of our free enterprise 
agriculture with the regimented farming of the Communist countries. 

Let's look at the program in more detail. 

The cumulative value of shipments under Public Law 480 is $12.3 
billion. That represents about 28 percent of our total agricultural 
exports in the past 10 years. In this decade we have moved some 
130 million tons of food to more than 100 countries having a popula- 
tion of close to 2 billion. 

Shipments of wheat under Public Law 480 this year are equivalent 
to 45 bushels out of every 100 bushels of wheat our farmers harvested 
in 1963. 

Our rice shipments this year under Public Law 480 are equivalent 
to 30 bags out of every 100 harvested by U.S. growers last year. 

Public Law 480 cotton exports have added over $1.5 billion to the 
income of American cotton producers. 

We have shipped large volumes of nonfat dry milk, vegetable oil, 
feed grains, and tobacco. 

Sharing on such a vast scale has helped to ward off the worst effects 
of food shortages — famine. This morning in many areas of the 
world American food provides the only hope of men, women, and 
little children that for them there will be a tomorrow, that they will 
grow up to become useful members of society. 

The economic growth that food for peace is engendering is helping 
the less-developed countries stand on their own feet. The United 
States is lending or granting back to the emerging countries a sub- 
stantial part of the foreign currencies received under Public Law 480. 
These f unds are being used for flood control, irrigation, reforestation ; 
for improvement of railroads, highways, bridges, docks, communica- 
tions ; for construction of electric power facilities ; for building hos- 
pitals, clinics, and schools. Our food not only is helping directly 
through making such improvements possible, but also is helping 
indirectly by putting the brakes on potential food price inflation which 
would increase costs and thus reduce the funds available for develop- 
ment projects. 

I want to talk now about some of the benefits the L^nited States is 
getting out of the Public Law 480 program. They are substantial 
benefits. They are accruing to us both at home and abroad. 
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U.S. agriculture benefits, of ocurse. Our Public Law 480 shipments 
add directly to U.S. farm incomes. Public Law 480 shipments mean 
reduced carrying charges on Government-owned stocks. 

Public Law 480 means jobs and pay for thousand of workers en- 
gaged in handling, processing, and transporting the food for peace 
commodities moving abroad. 

Public Law 480 shipments mean extra earnings for the American 
business community — processing plants, railroads, steamship lines, 
and many other enterprises, large and small. 

We are getting very tangible benefits in the international area. 

The economic growth that Public Law 480 is stimulating overseas 
is creating expanded markets for cash sales of our farm products. 

Japanese officials have told me that U.S. aid programs after the war 
brought their country back from the brink of starvation, put a brake 
on inflation, prevented a social revolution, and paved the way for re- 
construction of Japanese industry. Japan is now our No. 1 purchaser 
of American farm products for dollars. 

Spain, which once obtained large quantities of U.S. farm products 
under Public Law 480, had become in fiscal year 1963 a $112 million 
cash market for our agriculturl commodities. Israel, also a big re- 
cipient of our food for peace, stepped up cash buying of our farm 
products for less than $7 million in 1958 to more than $23 million in 
1963. Taiwan's cash buying rose from less than $1 million in 1959 to 
almost $22 million in 1963. 

Public Law 480 is helping to expand the sale of farm products in 
over 60 countries through a market development program carried on 
by the Department of Agriculture in cooperation with more than 40 
U.S. producer and trade groups from all parts of the United States. 
The Government's share of these jointly financed activities comes 
largely from foreign currencies received from farm product sales 
under title I, Public Law 480. Very active promotion, through trade 
fairs and other promotional techniques, is carried on under this pro- 
gram to expand shipments of virtually all important U.S. agricul- 
tural export commodities. 

We know that this sales effort is paying off. We exported a total of 
$6.1 billion worth of agricultural commodities in the fiscal year that 
just ended. In the past 10 years, commercial exports have increased 
from a little over $2 billion to a record of $4.6 billion the past fiscal 
year. Over these same years, our exports under Public Law 480 pro- 
grams have increased by about $170 million. In other words, dollar 
sales have gone up $12 for every $1 increase under Public Law 480. 

Foreign currencies generated under title I, Public Law 480, are 
having a net favorable impact on our balance-of -payments position. 
Foreign currencies, in addition to financing market development, also 
have many other uses which are helping us stem the outflow of gold 
and dollars. Since 1954, title I has provided more than $936 million 
in foreign currencies for payment of U.S. embassy and other expenses 
abroad, and another $567 million for the common defense of the 
United States and the recipient countries. Furthermore, repayments 
made by foreign governments on title I foreign currencies loaned to 
them will continue to provide additional funds for U.S. uses in future 
years. 
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Public Law 480 is helping us to promote our overall foreign policy. 

We gain in the foreign policy field when we give uncommitted 
countries an opportunity to compare the relative efficiencies of free 
and regimentea agriculture. We are showing the world that farmers 
under the free democratic system of the United States can outproduce 
the collectivized farmworkers of the Soviet Union by a ratio of 
5tol. 

We gain in the foreign policy field when we strengthen with our 
food the will and the capacity of free world peoples to remain free — 
to realize their legitimate aims and aspirations. To put it simply,, 
what is good for the free world as a whole is good for the United 
States. 

We are concerned in this bill with two titles. 

Under title I. the largest component, U.S. agricultural commodi- 
ties are sold to friendly countries with payment received in local cur- 
rency of the recipient country. From the beginning of the program 
through June 30, 1964, we have entered into a total of 392 sales agree- 
ments with 49 countries for a total value of $10 billion. 

The Chairman. Mr. Secretary, when you say $10 billion, is that 
our cost or the price that it was sold at ? 

Secretary Freeman. This is on a market value basis. 

The Chairman. Now I would like to have for the record the actual 
cost to our Government, which would include the delivery charges and 
the amount that we received in return from the sales. 

( The information is as follows :) 

The total cost to Commodity Credit Corporation of commodities exported under 
title I through May 31, 1964, is $11,743,485,000. The amount charged to the 
importing country for the commodity cost and ocean freight financed by CCC 
(excluding ocean freight differential of $349 million) is $8,115,936,000. The 
difference between this total and the amount collected as reported in the pre- 
ceding table represents normal lag in documentation. 

The Chairman. We would also like to have for the record the total 
currencies loaned under 104(g), to the foreign countries with the in- 
terest rates charged each country. And then the total currencies 
loaned under 104(e) , the Cooley loan provision, with the interest rates 
'charged in each country; the total currencies granted under 104 (d) r 
which is for the purchase of goods and services to friendly countries; 
and under 104 (e) and also under 104(f) . And we would like to have 
that separately tor each country ; that is, under each of these desig- 
nations. And we would like to have that as nearly up to date as 
possible. 

Secretary Freeman. All right, sir. We will prepare that material 
for you. 

The Chairman. I presume that you have all of that available now. 

Secretary Freeman. Yes, sir. 

The Chairman. It is just a question of bringing it together in one 
place. 

STATEMENT OF DAVID E. BELL, ADMINISTRATOR, AGENCY FOR 
INTERNATIONAL DEVELOPMENT, DEPARTMENT OF STATE 

Mr. Bell. Right. 
Secretary Freeman. Right. 
(The information is as follows :) 
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Loans under Public Law 480, title I, section 104 (e) (Oooley), as of June 80, 1964 

[Dollars in thousands] 



Area and country 


Amount of 

loan 
agreement 


Amount 
disbursed 


Interest 

rate 
(percent) 


Europe and Africa: 

Finland _ __. ___ 


$2,577 

6,448 

3,658 

453 

6,634 

73,542 

433 

17,571 

8,575 
36,441 

1,032 

3,182 

1,651 

3,700 

560 

685 
6,095 

822 
6,762 

825 
2,657 
3,332 


$2,577 

6,448 

3,668 

463 

6,291 

38,672 

433 

17, 141 

8,412 
28,029 

1,032 

2,852 

1,651 

2,487 

412 

685 
6,032 

418 
6,762 

767 
1,686 
3,332 


6,7H 


France 


VA 


Italy 


6?i,7 


Sudan 


7 


Near East and south Asia: 

Greece 


6,7 


India 


6,7 


Iran 


5,8 


Israel 


5^,10 


Pakistan 


5,6^ 


Turkey 


7,8 


United Arab Republic, Esypt 


5M 


Far East: 

China 


9,12 


Korea 


8 


Philippines 


7,7>| 


Vietnam... 


Latin America: 

Chile. 


10 


Colombia 


8,9 


Ecuador 


8,9 


Mexico _ 


10 




9 


Peru 


6,8 


Uruguay 


6J47H 






Total 


187,625 


140,230 









Disbursements for the purchase of goods and services for other friendly coun- 
tries granted under Public Law 480, title I, subsec. 104(d), July 1, 1954- 
June 80, 1964 

[In thousands] 



Country 


Type of currency 


Foreign 

currency 

units 


U.S. dollar 
equivalent 


Finland 


Finn marks 


645,000 
17,035 

152,544 
3, 748, 182 
3, 112, 168 


1,700 


France 


Francs 


3,477 


India 


Rupees 


32,121 


Italy 


Lire 


6,036 


Japan 


Yen 


8,646 








Total 


51, 979 











Disbursements to promote economic development and multilateral trade under 
Public Law 480, title I, subsec. 104(e) (grants), July 1, 1954-June 80, 1964 

[In thousands] 



Country 


Type of currency 


Foreign 

currency 

units 


U.S. dollar 
equivalent 


Brazil 


Cruzeiros 


10, 087, 338 

8,218 

10,909 

1,453,572 

1,139 

1,784,561 

636,297 

41,169 

216,000 

1, 637, 327 

3,866 

6,600 

2,669 

19,000 

32, 712, 744 


18, 610 


Burma 


Kyats 


1,741 


Ceylon 


Rupees 


2,291 


Cnngn. , 


Francs 


15, 212 


Egypt 


Pou^d . . . . . 


2,619 


md£ :_:__ 


Rupees ._ 


376, 395 


Indonesia 


Rupiah 


6,820 


Israel 


Pounds . 


15,903 


Japan _ 


Yen 


600 


Pakistan _ 


Rupees 


323,079 


Peru 


Soles 


144 


Philippines 


Pesos 


1,669 


Tunisia 


Dinares 


1,197 


Turkey 


Liras 


2,111 


Yugoslavia 


Dinars 


43,617 








Total 


812,008 
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The Chairman. You may proceed. 

Secretary Freeman. Under title II, we have shipped farm products 
valued at more than $1.0 billion to 69 countries, mainly in the form 
of donations, under which our commodities are used both to support 
economic development projects and to feed the victims of earth- 
quakes, floods, droughts, or other disasters. Through title II, we 
also are carrying out the U.S. pledge to the U.N.-FAO world food 
program, now in its second year. 

These hearings are not directly concerned with title III but I do 
want to pay tribute to the donation of food to foreign needy people 
through U.S. voluntary agencies and international organizations. 
Twenty billion pounds of U.S. food has been sent to needy people 
since 1954 under this program, the food having a cost value of $2.4 
billion. CAKE, Catholic Relief Services, Church World Service, 
UNICEF, and Lutheran World Relief reach 98 percent of total recipi- 
entsj 12 smaller organizations account for the balance. About 72 
million persons in 134 countries and territories are receiving this food. 

I also want to mention title IV, under which we supply U.S. farm 
products to the stronger developing countries on a dollar-sales basis 
with payments over a considerable period of time. 

Title IV is of particular help to countries which are "graduating" 
from title I foreign currency purchasing to dollar purchasing; the 
relatively smooth transition is facilitated when credit terms can be 
aranged. From July 1961 through June 1964, 40 title IV agreements 
and amendments were signed with 18 countries, for commodities, hav- 
ing a market value (including ocean freight on U.S. vessels) of $262 
million. 

Let me say, in conclusion, that American agriculture — and the food 
situation in the less-developed countries, are still in a period of adjust- 
ment. I say this while recognizing the progress that has been made in 
the direction of adjustment. 

What faces us, then, is the prospect of a continuing imbalance of 
food supplies at least for the next few years. Our supplies, and sup- 
plies of some of our friends, will continue to stay in excess of needs. 
The less-developed countries will continue to be confronted with mal- 
nutrition which could quickly turn into famine unless the world is 
lucky. As long as these unbalanced conditions persist, we should and 
must continue the sharing of our abundance with the needy. To do 
otherwise would, I am convinced, endanger our domestic agricultural 
economy and undo in considerable part what we have accomplished 
with Public Law 480 in the underdeveloped countries in the past 
decade. 

By reenacting the Agricultural Trade Development and Assistance 
Act of 1954, we can forge ahead with the domestic and foreign adjust- 
ments that are needed to bring about a better balance in the world's 
food supplies. 

Reenactment of Public Law 480 will strengthen our American agri- 
culture, it will aid in developing a more prosperous export trade in 
farm products, it will help to prevent hunger and famine abroad, and 
it will strengthen an American foreign policy consistently aimed in 
the direction of stability and peace. 

As you can see, I fully support the concepts of Public Law 480. 
This legislation, in mv opinion, is indispensable to the United States 
and to the rest of the free world at this particular period of history. 
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The Chairman. Now, Mr. Secretary, I think that it was yesterday 
or the day before that the House Committee on Agriculture reported 
a bill for action by the House of Representatives as a whole. I pre* 
sume that you are familiar with its contents. 

Secretary Freeman. Yes, sir ; I think I am. 

The Chairman. As you know, there is a little conflict between the 
House and the Senate as to the best method of controlling these ex- 
penditures, that is, to have supervision of those expenditures in some 
way. I believe, personally, that one of the best methods of doing this 
is through the appropriations, but the House has suggested the crea- 
tion of a commission composed of you and others, and the chairman 
and ranking minority members of the Agriculture Committees of the 
House and the Senate. I would like to have your reaction to either 
method or both. 

Secretary Freeman. First, Mr. Chairman, I would want to say that 
I believe that there has been a very good working relationship between 
the executive and the legislative branches of the Government where 
Public Law 480 is concerned. I know that I have enjoyed a very 
courteous and helpful relationship with the chairman and with the 
ranking minority member and other members of the committee, and 
I can say the same for the House. 

I believe that the system which we have followed has been an 
efficient and an effective one. It has made possible the kind of flexi- 
bility and discretion which the changing conditions in agriculture 
in this country and around the world require. And I believe that it 
ought to be continued. And I am merely really saving, Mr. Chairman, 
that I think that the control exercised by the CJongress over Public 
Law 480 has been wise, and I think that the Executive has been re- 
sponsive to that interest. And would say that I think that the mech- 
anism as it exists in the current law ought to be continued. 

The Chairman. As you know, we have had discussions about the 
rates of interest charged. I brought it to the attention of the Senate 
sometime ago that although our surplus commodities under title II, 
let us say, are sold at world prices wherein we suffer some loss, the in- 
terest rate in some instances is fixed as low as three-quarters of 1 per- 
cent, which means nothing, no interest, really. 

What have you to say about that ? 

Secretary Freeman. Well, I think, beeause of the chairman's in- 
terest in ttiis, and the interest that is shared in the House, this matter 
has been reviewed and considered, and the policy, by way of adjusting 
the interest rates, should be more consistent with the cost of money in 
the world, particularly where loan repayments are made in soft cur- 
rencies. This policy which is emerging, has been a result of the good 
relationship between this committee and the executive branch of the 
Government. 

Mr. Chairman. As you know, the Senate yesterday adopted an 
amendment to the pending foreign aid bill more or less fixing the rate 
of interest. 

Do you see any objection to fixing the rate of interest at a sum not 
less than what we must pay for money here ? 

Secretary Freeman. I think in the instance I see ho objection to it, 
sir. In the instances where we are being repaid in so-called soft cur- 
rencies. 



Digitized by 



Google 



24 EXTENSION OF PUBLIC LAW 480, 8 3D CONGRESS 

The Chairman. Whatabout- 



Secretary Freeman. I would saj that in the case of title IV where 
we are selling for dollars, and getting repaid in dollars, with the tran- 
sition program moving toward a commerical relationship, it may 
very well be consistent with our program to expand our agricultural 
markets and at the same time not try and make too sharp a break with 
the recipient countries, that we might have a lower rate of interest 
over an extended period in those cases. 

The Chairman. If those sales are made at what the goods cost, I 
would not have very much to say, but to get this food at a bargain 
rate, to get it paid at the delivery point, I mean, that the charge for it, 
at whatever cost it is at the delivery piont, it would seem to me that 
since we in the past and in the present are paying a certain rate of 
interest that the recipients of our bounty, through this method, should 
at least pay the interest rate that we pay. I think people would have 
more respect for us if they did. 

Secretary Freeman. This point can certainty be made, and if it was 
contemplated that this relationship would continue forever I think that 
the chairman's point would be conclusive. However, what is involved 
here is really a transition where a country which has not been a com- 
mercial customer, becomes in part a commercial customer. We at the 
same time are providing some needed assistance — and I think the 
facts show that this does take place in that country — looking to the 
time when it becomes a normal commercial customer over a given 
period of time. Sometimes these agreements fluctuate between, I 
think, 10 to 20 years. Otherwise I think, Mr. Chairman, we would 
not make these sales, in all probability, in these cases. In many in- 
stances we may have been getting repayment in soft currencies instead 
of repayment m dollars and we want to get repayments in dollars and 
so we serve a dual purpose. And so I do really think there is a dif- 
ference between those loans and arrangements that involve the re- 
payment in soft currencies and those that involve repayment in dollars. 

The Chairman. As I recall, the House bill provides that these re- 
payments in dollars should be made or credited to the Commodity 
Credit Corporation, rather than to the Treasury. What do you say 
to that? 

Secretary Freeman. They should be credited to the Commodity 
Credit Corporation. And I think that they are now credited to the 
Commodity Credit Corporation, although paid to the Treasury. I 
am a little confused on that. How does it work ? 

STATEMENT OP CLARENCE R. ESKILDSEN, ASSOCIATE ADMINIS- 
TRATOR, FOREIGN AGRICULTURAL SERVICE, U.S. DEPARTMENT 
OP AGRICULTURE 

Mr. Eskildsen. They are now credited to the Commodity Credit 
Corporation in the instances that I know of. There is a provision in 
an amendment passed last year, that would provide for these cur- 
rencies — in a few of these that might arise under the sales of local 
currencies where that would be in local currencies. 

Senator Young. I wonder if you would not stand up so that we can 
hear you better. 
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Mr. Eskildsen. There is a provision in the law now which is an 
amendment to the Foreign Assistance Act, the so-called Smathers 
amendment, which does provide that in a few instances where the sales 
for local countries are made to private entities, the resulting dollars 
would go into the miscellaneous receipts of the Treasury. The House 
bill which has just been reported would change that, so that those 
dollars, as all of the other dollars that are repaid would go into the 
Commodity Credit Corporation. 

The Chairman. Personally, I think with my good friend from 
North Dakota here and others, what they desire is to have these sales 
charged to foreign aid and not to the Department of Agriculture and 
it would seem to me that anything we might put in this bill that would 
bring that about would be very beneficial, because here is the Depart- 
ment of Agriculture which has been accused in the past of spending 
$5 billion or $6 billion for agriculture, and that it is a subsidy to the 
farmers. A good deal of it has been used to carry on the program 
that the Secretary has so eloquently described. And I believe that it 
ought to be charged to foreign aid, to foreign assistance, rather than 
to the Department of Agriculture. 

Senator Johnston. I think that you will find most of the members 
feel the same way that the chairman does in this regard. 

The Chairman. There is a provision in the House bill which author- 
izes and encourages the sale of some of these currencies to tourists. 
That is, American tourists that go abroad, for cash and that also 
should be credited to the Commodity Credit Corporation. 

Secretary Freeman. Yes, sir. 

The Chairman. Do you agree to that ? 

Secretary Freeman. I certainly do. 

The Chairman. In respect of the sale of our commodities to foreign 
countries for their own currencies, as you are no doubt familiar, about 
3 years ago this committee adopted an amendment to the foreign aid 
bill, to the effect that the sales to foreign countries should be made at 
a realistic exchange rate. As I pointed out previously in my travels 
abroad the countries by not utilizing realistic exchange rates in addi- 
tion to suffering a loss bv selling at world prices, that is, our country, 
that we suffered a loss oi almost $700 million in four countries because 
of the fact that the rates of exchange were not realistic. For instance, 
in Poland, as I recall, anybody could obtain exchange rates of 55 
zlotys to one dollar. We sold our surplus at 24 to 1. And in the 
case of Yugoslavia, anybody could get 600 dinars for $1 and you 
sold wheat there and other surpluses at 300 to 1. And that, of course, 
meant quite a loss to our Treasury. 

Are you satisfied with the provisions in the House bill ? 

Secretary Freeman. Yes. I think that the provision in the House 
bill, as I have read it, largely reinstates language that the chairman 
himself placed in the act some time ago. It was later somewhat modi- 
fied. I believe that the problems to which you have addressed atten- 
tion would be met by the House bill, and that language reads that 
the highest rate of exchange would be used for the payment for agri- 
cultural commodities. 

The Chairman. I do express the hope 

Secretary Freeman. Mr. Bell corrected me by saying the highest 
legal rate. I stand properly corrected. I thank the Director for 
being sure that I am legal. 
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The Chairman. I do express the hope that the State Department 
will not step in here and try to reinstate the old procedure, getting this 
so-called legal rate in contrast to the rate of exchange that is given 
to anyone or any corporation or anybody doing business in the country. 
And I hope that Mr. Bell will see to it that that is done. 

Mr. Bell. That is our intention, Mr. Chairman. We do not dis- 
agree with you at all. 

Senator Aiken. That is a good assignment. 

The Chairman. And do not let these boys from the State Depart- 
ment override you, because if they do somebody is going to have to 
account to Congress for it. 

Senator McGovern. With regard to this matter of the cost, I think 
that it is understandable why the farmers sometimes are concerned 
about being blamed for the cost of the oversea food program but there 
is another side to this problem. I would like the Secretary, if he 
would, to comment on what the approximate cost would be to the 
American farmer and to the Department of Agriculture if we did not 
have these oversea outlets. 

Secretary Freeman. If I could repeat what I touched on in the 
statement which I have submitted, in the neighborhood of one-half 
of the wheat that is being exported is going out under Public Law 480, 
and if we went back to the $12 billion worth of commodities and as- 
sumed that they were in storage and put a dollar value on that, the 
sum would be, indeed, astronomical. 

Senator McGovern. What about the additional storage costs? 

The Chairman. We may be producing too much, Senator Mc- 
Govern. You know, we have been trying to get our production in 
line with what we can sell. We have been going to reach that goal 
now for quite some time, but somehow we have not been too successful 
with it. 

Senator McGovern. I think that is a good point. But I think we 
ought to recognize that we have some stark alternatives ahead of us 
if we begin to crimp this oversea program. We have the alternative 
of either sharp reductions in production here at home or else piling 
the production up in Government warehouses. 

The Chairman. That is the argument that has been advanced by 
foreigners. They think that we have these surpluses and that they 
are doing us a favor by letting them have it at a oargain price. 

Senator McGovern. I do not think they are doing us a favor. But 
I think we have to recognize that in trying to put a cost label on the 
program, that it cuts both ways. There are, really, substantial bene- 
fits to us. There is nothing wrong, as I see it, with benefiting both the 
foreigners and ourselves. And I think that is the way the program 
works. It has been of enormous benefit to the people overseas. We 
are doing them a great favor in making these commodities available, 
but it is also a good arrangement for us and has been of great benefit 
to American agriculture. I think that the chairman has long sup- 
ported that position, too. 

The Chairman. I do not defty that, but it seems to me that we 
should be realistic and dispose of these commodities at a fair value 
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and get returns on them, if we can, and not be satisfied with merely 
giving them away. 

Senator McGovern. I think that the Secretary made a good point, 
that we have to deal with these people according to their differing 
capacities. In some cases with outright donations and in other cases 
soft currency arrangements and in other cases we can work out long- 
term loans, but we certainly cannot expect the whole operation to be 
put on a hard commercial basis ; otherwise, there would be no point 
to it. We might just as well go through commercial channels. 

The Chairman. I am not complaining about that. We have had 
this program going on now, as the Senator knows, for 10 years. It 
has been quite a success. But what has irked me in many instances 
is that we have donated these commodities to many countries in an 
effort to try to show them how to use our food and the benefits that 
were derived by the use of that food, but when we stop giving it to 
them, they buy from someone else. That happened in Japan on our 
milk program. I can well remember when Secretary Benson was 
proud of the program that was going on in Japan wKereby we used 
up a lot of our surplus milk. This was more or less by donation. The 
idea was too teach the use of good milk, wholesome milk for school- 
children in Japan. But the moment that we cut off the gift of the 
milk, Japan started buying milk from Australia instead of buying 
milk from us. 

Senator McGovern. Is it not true, though, that Japan is one of the 
best customers we have ? 

The Chairman. Yes. That is correct. But I am just giving an in- 
stance. I could cite other instances along that line that when we 
stopped giving it to them, they purchased from someone else. I do 
not olame them when they buy where they can get it the cheapest. 
I do not believe that we should be in the position of competing with 
Australia or anybody else. We are selling this at a bargain price, 
as it is. It would seem to me the fact that we are giving it to many 
of these countries, until it hurts, that they should continue to buy 
from us. 

Are there any further questions ? 

Senator Young. I have some questions that I would like to ask, 
Mr. Chairman. 

The Chairman. Proceed. 

Senator Young. What part of this program would you say is of di- 
rect benefit to agriculture and what part would be a part oi our for- 
eign aid program ? Have you ever figured that out ? 

Secretary Freeman. Well, I would dislike to assess a percentage 
value to it, Senator Young. It accomplishes that and other goals as 
well. 

No. 1, the markets involved are very important. Senator McGovern 
and others have just indicated that the markets that we are building 
for the future for dollar sales and commercial sales are important to 
the Americal farmer. The program is important to the whole economy 
in terms of what flows from it. And millions of people are involved 
in it. 
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I would defer for a more direct answer to my colleague, Mr. Bell. 
It is important as a part of our foreign policy as it seeks to strengthen 
and assist some of the developing countries to maintain their course 
in the direction of freedom. And certainly as it dramatizes as noth- 
ing else does the superiority of American free enterprise family farm 
system over the collectivized Communist agriculture. 

If the Senator wants me to put a percentage value on each of these, 
I will do my best, but it would be pure conjecture. They are all im- 
portant. ^!nd I thing that one of the overwhelming parts of this 
program that made it such a success, and I say this advisedly, is that 
I think that it will go down as one of the most outstanding things 
done in the history of mankind, is because it does have this multiple 
effect of serving the mutual interests of so many people. 

Senator Young. I wonder if Mr. Bell would venture an estimate as 
to how much our foreign aid appropriation would have to be increased 
if we did not have this program ? 

Mr. Bell. I do not have any figures in my head, Senator. Obvi- 
ously, they would have to be increased very substantially, because as 
the Secretary indicated this program has simultaneously served the in- 
terests of American agriculture, that is domestically, and the interests 
of the United States overseas in helping the growth and the strength- 
ening of the freedom of the less-developed countries. We follow a 
very clear and definite policy of making use of Public Law 480 re- 
sources to the maximum extent, rather than dollar appropriations for 
quite obvious reasons. There are many things we are able to do and 
deliberately do through the use of Public Law 480 resources which 
we might well not do, if the question were whether to appropriate dol- 
lars for that specific purpose. But I want to reiterate what the Sec- 
retary has said, I do not think that this would be a reasonable test 
of the significance of Public Law 480, because the fact is that the same 
resources serve both objectives. 

We are using effectively resources which, otherwise, would be 
costing us storage in the United States. We are using these resources 
effectively to feed people and to strengthen the economies of the 
countries where they are going, so that it is a dual-purpose program, 
rather than one that you could say easily, "Well, this much of it we 
would do for foreign aid purposes and this much of it we would 
do for American agriculture purposes." 

Senator Young. Do you have figures, Mr. Secretary, for the past 
year of the amount of food that has been shipped abroad under the 
title in which we give food for famine relief and to CARE and other 
such agencies. Also, would you provide figures on amounts shipped 
under the other titles for barter and sale for foreign currencies? 

Secretary Freeman. Yes. We would be happy to submit them. 
I do not have them right at the top of my head to the exact dollar 
amounts, but I think it is covered by what the chairman has requested. 

Senator Young. Thank you. 
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Public Law 4&0 commitments 1 to export U.8. farm commodities, July 1, 1964, 

through June SO, 1964 

[In millions of dollars] * 





Title I, 
sales for 

local 
currencies 


Title II, 
disaster 

relief 
and other 
assistance' 


Title III 


Title IV, 
long-term 

dollar 

sales 


Total all 


Fiscal year 


Foreign 
donations 


Barter 


titles 


1955 


354.6 
671.3 

1,034.4 
727.8 
834.3 

1,135.7 
« 1,766. 9 

1,591.2 

1,225.7 
469.1 


107.8 
101.0 
131.2 
109.5 
77.8 
85.7 
273.7 
214.9 
350.2 
292.5 


197.2 
302.5 
253.7 
272.5 
209.8 
148.9 
208.2 
224.5 
277.3 
334.6 


124.6 

298.4 

400.5 

99.8 

132.3 

149.2 

143.9 

198.4 

60.1 

93.0 




784.2 


1956 




1,373.2 


1957 




1,819.8 


1958 




1,209.6 
1,254.2 


1959 




1960 -. 




1,519.5 
2, 392. 7 


1961 




1962 


57.0 
87.8 
117.9 


2,286.0 


1963 


2,001.1 
1,307.1 


1964 






Total 


9,811.0 


U,744.3 


2,429.2 


1,700.2 


262.7 


15,947.4 





i As used herein, "Commitments" refers to sales agreements under title I and title IV, transfer authoriza- 
tions under title II, and title III shipments under barter contracts and foreign donation authorizations. 
In some instances, title I and title IV agreements provide for multiyear programing. Total commit- 
ments shown for each fiscal year do not necessarily correspond with actual shipments during the same 
period. 

* Export market value (includes certain transportation costs) is used for title I, title III barter, and title 
IV. Title II transfer authorizations and title III foreign donations are at CCC cost. 

» Includes child-feeding, economic development, and world food program. 

« Includes financing for last 3 years of 4-year India agreement signed May 4, 1960. 

• Estimated market value calculated on ratio of current market prices to CCC cost, $681,100,000 (all figures 
also include authorized ocean freight costs on title ni foreign donations). 

The Chairman. In connection with what Senator Young has stated 
to Mr. Bell about the use of these funds, we have a lot of funds in 
Egypt. I was disappointed and rather irked when I found out when 
I was in Egypt that we have quite a few ships going through the 
Suez Canal. And we have a lot of Egyptian money on hand — that 
is, Egyptian pounds — and yet we cannot use those pounds to pay for 
the cost of our ships going through the Suez Canal. And it would 
seem to me that these funds would oe used for any purpose we desired 
in these countries. 

What have you to say about that ? 

Mr. Bell. Senator fellender, I do not know the background of that 
particular situation. As you know, the use of the local currencies 
that are derived from each of the title I agreements are controlled 
by the terms of the agreement entered into. 

The Chairman. But if you put that into the agreement, we ought 
to have that. 

Mr. Bell. It is a question I have not gone into. I will be glad 
to look into it. I do not know the pros and cons of that particular 
issue. I will have to pursue the matter before I would be prepared 
to comment. 

The Chairman. A lot of the countries want the use of these funds 
to suit their own economy, and any time they can make use of those 
funds and force us to use dollars, they will do that. It would seem 
to me that any funds we have available in a country should be used for 
any purpose we see fit within the country. 

Senator Aiken. Have you any position on the proposal to put 
Egyptian pounds into a trust fund, the income from which would be 
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used for the benefit of the American University in Cairo ? We have 
been asked to consider that. And I think that this is a good time 
to get your position on it. 

Mr. Bell. We think this and similar ideas with respect to other 
countries where we have surplus currencies — that is, excess cur- 
rencies — is a good idea. There are other ideas like it which we are 
actively pursuing right now. As a matter of fact, we have Dr. 
Herman Wells, the recent president of the University of India, acting 
right now as a consultant to us. I believe he is in India this week 
looking into a similar idea with respect to some of the excess rupees. 
We believe it ought to be possible to use some of the resources in 
Egypt and some of the resources in India this way. 

We are trying to work out a practical way by which this can be 
translated from a good idea into a practical proposition. 

Senator Aiken. How would you decide which beneficiary to elect ? 

Mr. Bell. This is one of the things we have to consider. 

Senator Aiken. Is that not somewhat of a problem? 

Mr. Bell. Yes, sir ; it is. 

Senator Aiken. Would you make these trust funds to run indefi- 
nitely, so that the beneficiary would build its operations upon a scale 
which would become dependent upon them ? 

Mr. Bell. How would they be controlled? What would be the 
American representation on the board ? 

Senator Aiken. Yes, that is what we have in mind. We have many 
problems here. 

Mr. Bell. Exactly. That is why we have President Wells right 
now examining exactly this kind of question. 

Senator Aiken. So far as I can see they are all problems. 

Mr. Bell. Yes. 

Secretary Freeman. I will supplement that answer by saying that 
Mr. Bell and I have discussed this a number of times. India could 
be used as an example, because I recently was there. I was in Cal- 
cutta where we have a mission under a private foundation of very 
competent and knowledgeable people trying to be of service in recon- 
structing the sanitation and the housing and other things in that city 
where they are not of the highest standard, to say the least. And as 
a part of it I discussed informally with some of the Indian officials 
that when we were negotiating title I agreements, particularly when 
it involves substantial amounts of soft currency, that some of it at 
that time ought to be agreed to be expended on projects of significance 
that would be important to the local country but would also be dra- 
matic in terms of the United States in the fact that this food would 
be used. I would like to see in Calcutta a slum clearance project, 
with signs placed up there that the money has been provided by the 
American rood provided under the food-for-peace program by the 
farmers of America. I think that we ought to negotiate some of these 
kinds of things under these title I arrangements. 

The Chairman. That is how a good use could be put to a lot of 
these, rather than to tie them up for 20 years, like in Egypt and, prob- 
ably, invest them in Egyptian bonds. It is my belief that we ought 
to find uses for these funds and we should have more direction of 
them rather than tying them up in these agreements. 

Senator Aiken. What do we have in Italian lira on hand? 

Mr. Bell. It is not much. 
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Senator Aiken. We ordered them to spend them day before yes- 
terday. I wondered how many we have to spend. 

Mr. Bell. Italy is not an excess currency country. There aren't 
any surpluses of Italian lira, but I believe we do have some. 

Senator Aiken. I voted against that proposal because I thought 
that it was a hoax on the Polish people to give them to understand 
that we were going to establish and maintain their cemeteries in Italy 
when we did not have anything to maintain them with. Of course, 
I am not up for reelection — maybe that made a difference. 
[Laughter.] 

The Chairman. Some voters have quite a long memory. 
[Laughter.] 

Are there any further, questions ? 

Mr. Bell, have you anything to add — do you have a statement to 
make? 

Mr. Bell. No, sir; I do not have a statement. We checked with the 
committee staff and they thought that it was not necessary. 

The Chairman. I will ask your full cooperation, along with that 
of the Secretary, although I do not think that I need to do that, in 
obtaining for us all of these figures. 

Mr. Bell. Yes. 

The Chairman. We hope to have this record printed very quickly 
so that come Monday or Tuesday we probably will be able to vote this 
out. In the meantime, I am in hope that the House of Representa- 
tives will pass their bill, so that we can have that, too. 

Mr. Bell. The information is available and we can get it up to you 
very promptly. 

The Chairman. Get it to us as early as possible. 

Mr. Bell. Yes. ' 

Senator Aiken. Is the bill as prepared by the House committee 
generally satisfactory ? 

Secretary Freeman. The bill as prepared by the House committee 
is generally satisfactory. There is one section in it to which Senator 
Ellender directed specific attention. This is in connection with the 
establishment of an. advisory committee, composed of Members of the 
Congress and the executive branch of Government which would review 
and advise in connection with the excess currencies and grants. And 
my response to this is that it gives some concern. There is the ques- 
tion of executive-legislative relationship involved in it — and it was my 
firm conviction, alter working with this committee and the House 
committee and the Congress generally for 4 years now in adminstering 
this program, that there is a good working relationship, that there is 
a good communication, that policies have been adjusted as circum- 
stances have changed, and as the wishes of Congress have become 
clear. I think that the executive branch has tried, I know that I 
have, and I know Mr. Bell has, earnestly, to be responsive to the policy 
as determined' by the Congress, and tneref ore I would say that the 
machinery which now exists, having proven itself, in my judgment, as 
efficient, allowing adequate discretion and flexibility and yet respon- 
siveness to policy direction, ought to be maintained, rather than 
changed, and this committee may want to look at that section in that 
light. 

The Chairman. Are there any further questions ? 
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If not, we thank you very much, gentlemen. 

Secretary Freeman. Thank you. 

Mr. Bell. Thank you. 

The Chairman. Without objection there will be placed in the record 
at this point a letter addressed to me, dated August 11, 1964, from 
Mr. Phillip S. Hughes, Assistant Director for Legislative Reference 
of the Bureau of the Budget, in respect to a proposal that chairman of 
this committee I made on this bill. 

(The letter dated August 11, 1964, follows:) 

Executive Office of the President, 

Bureau of the Budget, 
Washington, D.C., August 11, 1964- 
Hon. Allen J. Ellender, 
U.S. Senate, Washington, D.C. 

Dear Senator Ellender : The purpose of this letter is to express our concern 
over the provisions of S. 2687, a bill to extend the Agricultural Trade Develop- 
ment and Assistance Act of 1954, and for other purposes (Public Law 480), 
which would require the preparation and inclusion of additional material in 
the annual budget. The bill would require that the President's budget for the 
fiscal year 1966 and each fiscal year thereafter contain specified information 
with respect to foreign currencies and other commodities and funds available 
under each provision of the Agricultural Trade Development and Assistance 
Act, and other acts for generally similar purposes. As a general principle, It 
is desirable to avoid statutory specifications on details of the budget, leaving 
flexibility in determining and revising the most appropriate way of presenting 
the budget from time to time. Additional information desired by the Congress 
or its committees might better be requested directly or, at the most, be required 
as a part of the budget justification rather than as a regular part of the formal 
budget document. 

The proposed requirement would add appreciably to the budget document and 
would require a disproportionate amount of space for details with respect to 
this act. The budget now includes a considerable amount of information on 
the availability and use of foreign currencies owned by the United States. A 
copy of special analysis K, "Foreign Currency Availabilities and Uses," 
reprinted from the 1965 budget, is enclosed. In addition, the budget appendix 
contains schedules showing more details on the use of foreign currencies with- 
out charge to appropriations (for example, see pp. 61 and 62 of the 1965 budget 
appendix). 

Apart from the problem of having permanent legislation specify the contents 
of the budget document, there are a number of technical problems in providing 
the information which would be required under the terms of S. 2687 : 

1. The provision would require reporting separately on the amounts of for- 
eign currencies under each of the 19 present subsections and 2 proposed new 
subsections of section 104. Under the present system of negotiating agreements, 
the amount for U.S. purposes (subsecs. (a), (b), (d), (f),and (h) through (s)) 
is stated in a lump sum which is available for any or all of these subsections, and 
amounts are specified separately only for each country use subsecs. (c), (e), 
and (g) ). The provision of a single amount for all U.S. purposes permits flex- 
ibility in making the best use of the currency, and makes is unnecessary to obtain 
the consent of the other Government if subsequent developments make is de- 
sirable to use the currencies for a different purpose. Budgetary control, account- 
ing and reporting of the currencies following this same pattern. Under these 
arrangements, the requirement for separate reporting on each of the subsections 
relating to U.S. purposes would produce considerable overlapping and duplica- 
tion in reporting, for each subsection, the amount which "could lawfully and 
properly be used for such purpose, even though they may have been administra- 
tively allocated to some other purpose." It would also result in the attribution 
of a large portion of expenditures for these purposes since 1960 to subsection 
104(f). 

Our primary objective in the management of foreign currencies available for 
U.S. programs is to see that these currencies are expended instead of using 
U.S. dollars, to the maximum extent possible. Foreign currencies used to pay 
most obligations may be either Public Law 480 currencies, currencies received 
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from other sources, or (in many countries) currencies purchased with dollars 
through commercial sources. The total expenditures of currencies from each 
source is readily available, but it is not possible in most cases to attribute expen- 
ditures of currencies from any one source to specific appropriations. Such an 
attribution would not contribute to the objective of maximizing the use of 
foreign currencies in lieu of dollars. 

2. The requirement that, in addition, there be included other commodities and 
funds available for the purpose specified in section 104 and for "generally simi- 
lar purposes" would involve quite subjective judgment as to what purposes are 
similar. Since subsection (f ) covers "payment of U.S. obligations abroad," the 
bill literally would require an identification of every appropriation item that 
involves obligations to be paid abroad. The identification of amounts used for 
payment of obligations abroad from 1954 to date would impose a heavy admin- 
istrative burden and would not help to maximize the use of foreign currencies. 

3. The provision would also require reasons to be offered for not using Public 
Law 480 resources in lieu of appropriations. Since the application of Public 
Law 480 resources for U.S. uses is already controlled by appropriations, it is 
meaningless to require explanations in these cases. In the case of country-use 
programs, the explanation would generally be that the country's need for outside 
resources cannot be met with the country's own currencies. 

4. The provision also requires the annual budget to contain an estimate of 
the value of commodities to be covered by sales agreements and grants to be 
made during the fiscal year, an estimate of the sales proceeds, a statement of 
the purposes for which such proceeds will be used, and a statement on the extent 
to which the use will preclude the necessity for the appropriation of other funds, 
including the reasons for entering into such agreements in excess currency coun- 
tries. It would prohibit entering into agreements which would result in exceed- 
ing any estimate. 

It would be exceedingly difficult, if not impossible, to forecast transactions by 
country in such detail so far in advance of negotiations. While forecasts are 
currently made of anticipated foreign currency collections under current and 
prior agreements, as a basis for the special analysis on foreign currencies in the 
budget, the publication of more details and the specific forecasting of new agree- 
ments could hamper subsequent negotiations of sales agreements. The rigidity 
which would be introduced by such controls would greatly hinder the most ad- 
vantageous negotiation of agreements and the best utilization of the proceeds. 
Since the value of commodities, foreign exchange rates, and other factors usually 
change between the time that budget estimates are prepared and the time of 
agreement, it would be very difficult to maintain a logical and consistent relation- 
ship among the various types of estimates which would be required. 

In summary, we believe that the present system provides adequate control 
over the use of Public Law 480 and other currencies for U.S. programs, and that 
the proposed system of making detailed budget estimates controlling over future 
agreements would impose a very serious administrative and accounting burden 
which is unnecessary to achieve our joint purposes. 
Sincerely, 

(Signed) Phillip S. Hughes, 
Assistant Director for Legislative Reference. 

The Chairman. All right, Mr. Lynn, we will be glad to hear from 
you now for the American Farm Bureau Federation, and I notice 
that you have a long statement. Will you highlight it for us ? 

The whole statement will be put into the record. 

STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, 
AMERICAN FARM BUREAU FEDERATION 

Mr. Lynn. Mr. Chairman and members of the committee, we ap- 
preciate the opportunity to present the Farm Bureau's views with 
regard to Public Law 480, the Agricultural Trade Development Act. 

In the first few pages of this statement we try to summarize what 
some of the results of Public Law 480 have been. You will recall 
that it was a temporary program, designed to relieve us of some of 
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the surpluses we had in the Commodity Credit Corporation, but, un- 
fortunately, it has not worked like that. We have about $1,400 mil- 
lion more surpluses now than we had 10 years ago in the Commodity 
Credit Corporation. We think it is very important that the Congress 
review the operation of this program at least every 3 years, because we 
think that it needs to be improved because of changing conditions that 
do exist. We think that in some cases Public Law 480 is being used 
to deter our ability to get into commercial markets. We think that 
this is true, perhaps, in India and Pakistan and the United Arab 
Republic. And for this reason and others we are making some specific 
recommendations for changes in this bill. Starting on page 5, if I 
may, sir, I would like to read the specific recommendations that we 
make. 

New safeguards: The most important safeguard is to take those 
steps necessary to insure that foreign currency sales are limited to 
agricultural surpluses. This means that our domestic agricultural 
programs should not encourage production in order to expand foreign 
currency movements under title I. This also means that we should 
not attempt to justify unrealistic domestic programs by citing the 
availability of foreign currency sales as a means of exporting the sur- 
plus production. We have a serious obligation, not only to ourselves 
but also to other exporting nations, to make basic changes in our domes- 
tic agricultural programs to prevent artificial incentives for production 
when such production is to be pushed into the world markets through 
special programs such as Public Law 480. 

The Chairman. That is in the law, as you know. That is in the law 
already. 

Mr. Lynn. We hope that it remains so. 

The Chairman. That is part of the law. That has not been 
changed — it is in the law now. That is, that we shall not produce food 
for peace, it is only in the event that we have surpluses that it can be 
made available for any long-term contracts. 

Mr. Lynn. The reason that we emphasize this point is that the 
subcommittee of the House Committee on Agriculture did modify that 
section when they reported their bill to the full committee of the 
House, and it was changed in the full committee. 

Of course, the magnitude of the export movements of agricultural 
surpluses as carried out under Public Law 480 presents a constant 
danger of displacing normal commercial sales. In our opinion, some 
displacement has already occurred. 

Any new legislation should require that "usual marketing provi- 
sions" be included in every agreement. In addition, we should require 
that all future foreign currency sales be made on the condition that a 
fixed percentage of the total purchase be paid for in dollars or freely 
convertible-foreign exchange. 

The recent export arrangement with Poland which included a $30 
million foreign currency sale, a $30 million short-term credit sale, 
and a $30 million sale on commercial terms is evidence that it is time, 
and that it is possible, to move toward more commercial sales arrange- 
ments with the countries which have been acquiring a major part of 
their food needs through title I type programing. We believe that 
a 25-percent requirement would not be unreasonable in most cases. 
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After 9 years' operation of this program, there is a growing attitude 
among many nations that farm products are not worthy of foreign 
exchange. To put it another way, many underdeveloped countries 
seem to feel that foreign exchange is something to be used for the 
importation of industrial goods since food import requirements can 
be met through Public Law 480 type transactions. This could have 
an extremely detrimental long-term effect upon potential dollar mar- 
kets for farm products. 

The excessive foreign currency balance indicates the necessity for a 
requirement in the law that a Public Law 480 agreement specify not 
only the general category to which the foreign currency is to be 
applied but also the projects for which those funds allocated to 
economic development will be used. Foreign currency should not 
be generated through title I sales unless there is real evidence that 
it can be used promptly and constructively. A foreign currency sale 
which results in such currency lying indefinitely in a U.S. account 
is not a sale, and is not serving the best interest of either country. 

What we are saying is that when an agreement is negotiated nego- 
t at ions should take place as to what would happen to the foreign 
currency. 

We believe that the adoption of the new section 309, as contained in 
subparagraph 11 of S. 2687, Ellender, Democrat, of Louisiana, could 
make a major contribution toward dealing with this problem. It is 
important that these foreign currencies be budgeted and appro- 
priated. It is imperative that they be used instead of appropriated 
dollars wherever possible. A start must be made in eliminating these 
currency surpluses." Section 309 of your bill could play an impor- 
tant part in solving this serious problem. 

Since market development activities are being financed by appro- 
priations even when foreign currencies are used, the mandatory -set- 
aside" of 5 percent for market development activities should be de- 
leted. With the adoption of our recommendation of a 25-percent 
cash requirement, there should also be deleted the 2-percent convert- 
ibility requirement contained in section 104 (a) . 

Extension and authorization: Adoption of the revisions recom- 
mended herein would enable Farm Bureau to support a 3-year exten- 
sion of the authority to enter into foreign currency sales contained 
in title I of Public Law 480. We would recommend an increased 
authorization of $3 billion with the additional limitation that not 
more than $1.5 billion could be committed in any 1 year. 

We believe that authorizations for title I should act as a discipline 
upon the programing. It is apparent that this has not been the case 
in recent years. Therefore, we are opposed to proposals which (1) 
carry forward unused authorizations for past years and (2) increase 
authorizations by an amount equivalent to repaid loans or reimburse- 
ment from other agencies. Excess authorizations of past years, 
should not be used as a means of providing excess authorizations for 
future years. The fact that loans made in the past are being repaid 
has no relationship to the requirements of future programing. 

1. We believe it is essential for Congress to review and reassess a 
program of the magnitude and implications of Public Law 480 at 
least every 3 years. 
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2. We believe it is imperative that the United States not indicate to 
recipient countries or to other exporting countries that we intend to 
enter permanently into a program of noncommercial export move- 
ments of U.S. agricultural products. It is not in the best interest of 
the United States, the American farmer, or the underdeveloped na- 
tions of the world to indicate such an attitude. It would not build 
strength, it would sustain weakness; it would not generate gratitude, 
it would compound resentment. Our relationship with underdevel- 
oped countries should be based on the principle of a partnership in 
trade, not on a donor-donee basis. 

An additional $3 billion authorization to cover this period should 
prove sufficient. The fact is that we already have overprogramed some 
countries. It certainly is an unhealthy situation when recipient nations 
must come to the United States to explain why they do not want to 
take as much as we have tried to give them. 

Title II emergency relief: Donations for emergency relief and 
so-called work payment programs under title II of Public Law 480 are 
currently administered by the Agency for International Development. 
It seems appropriate that such activities be delegated to the foreign aid 
agency. Logically the cost should be borne by the foreign aid budget. 
Therefore, Farm Bureau recommends that title II authorizations be 
transferred to the foreign aid bill and be subject to appropriations for 
foreign aid. 

We believe that Congress should extend title II for 1 year with a 
$300 million authorization and further recommend that the committee 
report make clear that authorizations and appropriations for program- 
ing subsequent years be handled in the foreign aid bills. 

As a temporary program, Public Law 480 can move surpluses into 
consumption to countries unable to pay dollars. However, the export 
movements should be used to expand future commercial trade, not as 
a substitute for such trade. It will defeat our purpose if we allow 
Public Law 480 to become a permanent program and if we permit 
recipient countries to become permanently dependent on U.S. Govern- 
ment programs for their food import needs. 

(The complete statement of Jonn C. Lynn follows :) 

We appreciate this opportunity to present Farm Bureau's views with regard to 
Public Law 480, the Agricultural Trade Development Act. Under current law, 
title I (authority for sales of surplus farm products for foreign currency) and 
title II (authority for foreign grants for agricultural surpluses) expire December 
31, 1964. 

Farm Bureau is an organization of 1,628,295 farm and ranch families in 49 
States and Puerto Rico. Our extensive policy development program provides 
every member, individually and through his elected representatives, an oppor- 
tunity to study, discuss and take action at thousands of meetings each year. 

In 1954 Farm Bureau took a leading role in developing legislation, which 
became Public Law 480, authorizing an export program for surplus agricultural 
products designed to move them into consumption and establish the basis for 
long-term commercial sales in the future. You will recall that this was to be 
a temporary program. At the time, international trade in farm products was 
being restricted because of several factors. One of the chief factors was a 
"dollar shortage" which was almost worldwide. Today that situation has changed 
dramatically. When Public Law 480 was being considered by Congress in 1954, 
it was looked upon as a means of moving surpluses out of storage and into 
consumption. Our agricultural surpluses at the time amounted to a little over 
$6 biUion. As of May 31, 1964, after }0 years of Public Law 480 our agricultural 
surpluses amount to some $7.4 billion. So in light of the many changes that have 
occurred, we think it is appropriate that this program be reviewed at this time. 
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The current situation 

To a very large degree, as is indicated by the continued buildup in Commodity 
Credit stocks, Public Law 480 shipments have come out of current production, 
and perhaps these export movements have given the impression that some of 
our domestic agricultural programs have been working better than they actually 
are. 

The program has moved a tremendous amount of surplus agricultural prod- 
ucts to many nations which would not have been able to obtain them through 
normal purchases. Agricultural products valued at over $20 billion have moved 
since the enactment of this law. 

Title I foreign currency sales have accounted for the export of $13.6 billion 
worth of farm products. Title II donations have amounted to $1.6 billion ; for- 
eign and domestic relief shipments under title III have exceeded $3.4 billion and 
barter contracts account for over $1.7 billion. Less than $237 million of farm 
products has been sold under the long-term credit arrangements of title IV. 

Foreign currency sales under title I have accounted for nearly 2.9 billion 
bushels of wheat, 84 million bags of rice, 433 million bushels of feed grains, 7.7 
billion pounds of fats and oils, 8.1 million bales of cotton, and large quantities 
of other farm products. Since U.S. agriculture has a vital stake in the export 
market, present and future, we must be concerned over the persistent percentage 
of our exports that moves under the Government programs of Public Law 480. 
In fiscal year 1963 — 

Wheat exports represented 58 percent of U.S. production; 76 percent of 
these exports moved under Public Law 480. 

Rice exports were 54 percent of U.S. production ; 58 percent of these ex- 
ports moved under Public Law 480. 

Drastically reduced cotton exports still represented 25 percent of U.S. 
production ; the percentage that moved under Public Law 480 increased to 
33 percent. 

Soybean oil and cottonseed oil exports represented over 40 percent of U.S. 
production of these oils: 40 percent of these exports moved under Public 
Law 480. 
The above agricultural products represented 40 percent of our agricultural 
exports last year. On a total value basis, 60 percent of them moved under Pub- 
lic Law 480. Can any industry hope to build solid markets if it continues indefi- 
nitely to base such a substantial part of its marketing on Government pro- 
gramed exports for nonconvertible currency? 

Foreign currency sales 

Farm Bureau 1964 policies in regard to Public Law 480 state : 

"The law should be extended for not more than 3 years with authorization to 
use existing surpluses in a constructive manner, moving them into consumption 
where nations are unable to pay in dollars. These export movements should 
not replace dollar sales. It is not consistent with the purpose and intent of 
the law to embark on a program of encouraging production to expand Govern- 
ment-financed movements or to attempt to justify unrealistic domestic programs 
by citing the availability of foreign currency sales as a means of exporting the 
surplus production." 

In our opinion, the purpose of title I foreign currency sales has been widely 
misunderstood. This program was not designed to be — it never has been — a direct 
relief program in which food was given to the people of the recipient country. 
Other titles of Public Law 480 and the foreign aid program were designed to 
serve that function. Under title I, the recipient country is supposed to make 
payment for the product received. The food and fiber is sold through normal 
commercial channels, and the individual consumers in the recipient countries 
pay their local currency for these products. Such a program provides the re- 
ciepent country with two direct benefits : 

(a) it is a means of accumulating capital for economic development, and 
( ft ) it permits the importation of food in cases where foreign exchange is 
not available to pay for it. 

When Public Law 480 was enacted, and a dollar shortage existed throughout 
the world, foreign currency transactions were viewed as a transitional program 
which would lead to normal commercial trade as foreign exchange became 
available. 

In the current situation Public Law 480 appears to be operated primarily in 
interest of the economic development of less developed countries. There have 
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been instances in the past when this program was used to develop some solid 
markets for U.S. agricultural products; however, we question whether it is 
achieving this objective currently. 

For example, wheat shipped to Japan under Public Law 480 has developed 
a continuing market which probably would not have reached its present mag- 
nitude without the program. Over 6 years ago, soybean oil sales to Spain were 
initiated under Public Law 480. Spain has now emerged as the largest U.S. 
cash market for edible oils. However, continued unrestricted programing to 
countries such as India, Pakistan, the United Arab Republic, etc., will not bring 
about commercial markets. It may very well prevent them from ueveloping. 

The international dollar shortage of 1954 has been reversed in 1064. The 
persistent balance-of -payments deficit of the United States has built up tremen- 
dous dollar and gold reserves outside of this country. With a deficit in our 
balance of payments which has averaged around $3 billion over the past several 
years, a policy of programing annually $1.5 billion worth of farm products for 
foreign currency should be subjected to the closest scrutiny. 

The extent to which many underdeveloped countries can benefit from addi- 
tional accumulation of local currency under Public Law 480 is subject to serious 
question. The billions of dollars worth of foreign currency accumulated under 
Public Law 480 has become in many instances more of an embarrassment than 
an asset. The Budget Bureau has indicated that the United States today holds 
"excess currency in Poland, India, Burma, Israel, Pakistan, the United Arab 
Republic, and Yugoslavia." We have accumulated sufficient foreign currency 
in some countries to attain the unenviable position of being capable of wrecking 
the foreign country's economy. -The fact is that some foreign countries have 
little motivation to "draw down" foreign currency generated by Public Law 
480 for economic development projects. There is some indication that, given 
the choice, some foreign countries prefer to pay for projects with "new money" 
rather than to borrow foreign currency from the Public Law 480 account. The 
effect upon their economies is approximately the same if the United States 
agrees to continue to confine Its hoard of foreign currency; and, in the case of 
"new money," there is no need to pay interest. 

For example, the United States holds $532 million worth of rupees in India. 
The Budget Bureau estimates that we will spend about $21 million equivalent 
in India during this fiscal year. 

The foregoing facts indicate that, just as the conditions in 1954 called for 
a new program such as Public Law 480, current conditions in 1965 call for basic 
and fundamental changes in the program. This requires the enactment of new 
safeguards and the strict and vigorous implementation of them. 

New safeguards 

The most important safeguard is to take those steps necessary to insure that 
foreign currency sales are limited to agricultural surpluses. This means that 
our domestic agricultural programs should not encourage production in order 
to expand foreign currency movements under title I. This also means that we 
should not attempt to justify unrealistic domestic programs by citing the avail- 
ability of foreign currency sales as a means of exporting the surplus produc- 
tion. We have a serious obligation, not only to ourselves but also to other 
exporting nations, to make basic changes in our domestic agricultural programs 
to prevent artificial incentives for production when such production is to be 
pushed into the world markets through special programs such as Public Law 480. 

Of course, the magnitude of the export movements of agricultural surpluses 
as carried out under Public Law 480 presents a constant danger of displacing 
normal commercial sales. In our opinion, some displacement has already oc- 
curred. 

Any new legislation should require that "usual market provisions" be included 
in every agreement. In addition, we should require that all future foreign 
currency sales be made on the condition that a fixed percentage of the total pur- 
chase be paid for in dollars or freely convertible foreign exchange. 

The recent export arrangement with Poland which included a $30 million 
foreign currency sale, a $30 million short-term credit sale, and a $30 million sale 
on commercial terms is evidence that it is time, and that it is possible, to move 
toward more commercial sales arrangements with the countries which have been 
acquiring a major part of their food needs through title I type programing. 
We believe that a 25-percent requirement would not be unreasonable in most 
cases. 



Digitized by 



Google 



EXTENSION OF PUBLIC LAW 480, 8 3D CONGRESS 39 

After 9 years operation of this program, there is a growing attitude among 
many nations that farm products are not worthy of foreign exchange. To put 
it another way, many underdeveloped countries seem to feel that foreign ex- 
change is something to be used for the importation of industrial goods since 
food import requirements can be met through Public Law 480 type transactions. 
This could have an extremely detrimental long-term effect upon potential dollar 
markets for farm products. 

The excessive foreign currency balance indicates the necessity for a require- 
ment in the law that a Public Law 480 agreement specify not only the general 
category to which the foreign currency is to be applied but also the projects for 
which those funds allocated to economic development will be used. Foreign 
currency should not be generated through title I sales unless, there is real evidence 
that it can be used promptly and constructively. A foreign currency sale which 
results in such currency lying indefinitely in a U.S. account is not a sale, and is 
not serving the best interests of either country. 

We believe that the adoption of the new section 300, as contained in sub- 
paragraph 11 of S. 2687, Ellender, Democrat, of Louisiana, could make a major 
contribution toward dealing with this problem. It is important that these foreign 
currencies be budgeted and appropriated. It is imperative that they be used 
instead of appropriated dollars wherever possible. A start must be made in 
eliminating these foreign currency "surpluses." Section 309 of your bill could 
play an important part in solving this serious problem. . ♦ 

Since market development activities are being financed by appropriations even 
when foreign currencies are used, the mandatory set-aside of 5 percent for market 
development activities should be deleted. With the adoption of our recommenda- 
tion of a 25-percent cash requirement, there should also be deleted the 2-percent 
convertibility requirement contained in section 104 (a). ■ , ' 

Extension and, authorization 

Adoption of the revisions recommended herein would enable Farm Bureau to 
support a 3-year extension of the authority to enter into foreign currency sales 
contained in title I of Public Law 480. We would reconimend an increased 
authorization of $3 billion with the additional limitation that not more than 
$1.5 billion could be committed in any one year. 

We believe that authorizations for title 1 should act as a discipline upon the 
programing. It is apparent that this has not been, the case in recent years. 
Therefore, we are opposed to proposals which (1) carry forward unused au- 
thorizations for past years and (2) increase authorizations by an amount 
equivalent to repaid loans or reimbursement from other agencies. Excess 
authorizations of past years should not be used as a means of providing excess 
authorizations for future years. The fact that loans made in the past are 
being repaid has no relationship to the requirements of future programing. 

1. We believe it is essential for Congress to review and reassess a program 
of the magnitude and implications of Public Law 480 at least every 3 years. 

2. We believe it is imperative that the United States not indicate to recipient 
countries or to other exporting countries that we intend to enter permanently 
'into a program of noncommercial export movements of U.S. agricultural 
products. It is not in the best interest of the United States, the American 
farmer, or the underdeveloped nations of the world to indicate such an attitude. 
It would not build strength, it would sustain weakness; it would not generate 
gratitude, it would compound resentment. Our relationship with under 
developed countries should be based on the principle of a partnership in trade, 
not on a donor-donee basis. 

An additional $3 billion authorization to cover this period should prove 
sufficient. The fact is that we already have "overprogramed" some countries. 
It certainly is an unhealthy situation when recipient nations must come to the 
United States to explain why they do not want to take as much as we have 
tried to give them. 

Title II emergency relief 

Donations for emergency relief and so-called work payment programs under 
title II of Public Law 480 are currently administered by the Agency for Inter- 
national Development. It seems appropriate that such activities be delegated 
to the foreign aid agency. Logically the cost should be borne by the foreign 
aid budget. Therefore, Farm Bureau recommends that title II authorizations 
be transferred to the foreign aid bill and be subject to appropriations for foreign 
aid. 
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We believe that Congress should extend title II for 1 year with a $300 
million authorization and further recommend that the committee report make 
clear that authorizations and appropriations for programing subsequent years 
be handled in the foreign aid bills. 

As a temporary program, Public Law 480 can move surpluses into consumption 
to countries unable to pay dollars. However, the export movements should be 
used to expand future commercial trade, not as a substitute for such trade. 
It will defeat our purpose if we allow Public Law 480 to become a permanent 
program and if we permit recipient countries to become permanently dependent 
on U.S. Government programs for their food import needs. 

The Chairman. Thank you. 

Are there any questions ? If not, thank you very much. 
Mr. Lynn. Thank you. 

The Chairman. Our next witness is Mr. Harry L. Graham, legisla- 
tive assistant to the master of the National Grange. 

STATEMENT OF HAKKY I. OEAHAM, LEGISLATIVE ASSISTABT TO 
THE MASTEE, NATIONAL GRANGE 

Mr. Graham. My name is Harry L. Graham, and I am legislative 
assistant to the master to the National Grange. 

Just in paraphrasing what is in the prepared statement, I would 
say that the National Grange has been a stanch supporter of this 
program since its beginning, and in our judgment the accomplishments 
of the program are of such a nature that it merits not only our con- 
tinued support but our high praise. 

We know there has been some criticism of the program. It is in- 
evitable that in a program this big and far reaching there would be 
some administrative mistakes and that there would be some problems 
arising from the distribution of this much food and agricultural com- 
modities, but we also believe there have been substantial improvements 
in the distribution and that the improvements seem to be in the picture 
today ; although they may not eliminate all of the problems they cer- 
tainly reduce them. 

One of the things we have liked about this program is that it has had 
the unique ability of bringing private citizens and the Government 
into a working relationship and it is interesting to note that through 
June 1963 — I am sorry that the 1964 figures are not in — we distributed 
$1,387 million of American foodstuffs free to needy people under 
title IV. 

The churches themselves, basically, raised the same amount of 
money — that is, churches and private relief organizations. They have 
some 780 people overseas at the present time distributing these food 
products. I think this has been one of the really fine accomplish- 
ments that has come out of this program. 

Senator Young. I would certainly agree with you. In my travels 
I made abroad this particular part of the program has made us more 
friends than all of the foreign aid program and other programs put 
together. 

Mr. Graham. I think sometimes, as the former President said, our 
only reward is a good conscience. But I think in this case we have 
had more than a good conscience as our reward. 

I think that the bad propaganda that would come from refusing 
to use our surpluses for people ill need would be incalculable. And 
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we do not foresee the time in the foreseeable future when the problems 
of the developing countries and the relationships that are involved 
with them are going to be eliminated to the point that we no longer see 
the necessity of carrying forward at least some parts of this program. 

On of the accomplishments of most interest to us has been the fact 
that this has been a means of moving a number of countries from 
being Public Law 480 recipients to becoming purchasers of Ameri- 
can agricultural products. 

These include Spain, Italy, Japan, the United Kingdom, the Nether- 
lands, Argentina, and Mexico, among others. 

The total average imports of these countries in the 1955-59 period 
was $1,819 million; including Public Law 480 sales in 1962, these 
countries imported from America $2,070 million with only $45 million 
of the sales for soft currencies, and those were carryover sales in 
tobacco and a couple of items, primarily from Spain. 

There is no question but that there has been an amazing develop- 
ment in the market. 

For instance, last year we sold $1,600 million — we sent that amount 
of food-for-peace commodities overseas. There was an increase of 6 
percent over the previous year. During the same time we sent $5,600 
million worth of agricultural products through commericial channels, a 
12-percent jump over the previous year. 

When you analyze this as I think it ought to be analyzed, I think, 
it can be well proven that this has substantially increased the mar- 
kets for American agricultural products. We know that it has not 
in Pakistan and India, but those are areas that will be problems to 
us in terms of our international relations in foreign aid for many 
years, but the interesting part of that is that even the demands for 
food, although they are increasing in India, is being met also by in- 
creasing production of the very foodstuffs that we are sending to 
India. This seems to be important, that they are beginning to nelp 
themselves in these areas. They will not be self-sufficient in food for 
many years, but, nevertheless, this is a part of the problem. 

We think that the use of some of these funds for market develop- 
ment has been very wise. And I thing that all of us have been aware 
in most recent months that there was a problem that was given the 
popular name of "beef imports." 

I think that all of us heard about this one, but one of the interest- 
ing things was that the expenditure of Public Law 480 money in 
market development is now beginning to show some real results, es- 
pecially in the Common Market and the Outer Seven. If we can use 
this kind of money to develop markets in cooperation with the Ameri- 
can Meat Institute and other private agencies, then it seems to us 
to be a valid expenditure of taxpayer money. 

In general, we would say that we need to move from a concept of 
using Public Law 480 as a means of disposing of surplus foods over 
into a means of disposing of food in commercial channels or assist- 
ing the disposition of food into commercial channels, but we do not 
think it will be possible to eliminate the need for moving surplus re- 
lief food into foreign countries for some time to come. 

Generally, we would support what the previous witness has said, 
that when this gets into foreign aid that it probably ought to be 
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shifted into the State Department and the foreign aid bill, but this 
is not possible this year. 

I would say also that I do not believe that the previous witness 
can prove that all of the increase in the surpluses has come from the 
administration of Public Law 480 program. I have noticed that 
his organization has testified about probably every farm program — 
whatever program was being considered — that it had been a major 
contribution to the increasing of surpluses. 

Because of the time element that is involved this year, after having 
just briefly studied the House bill, we would be pleased to see the 
Senate adopt the House version and extend the program for 3 years 
and be prepared to review it as we think you should, but, also, be 
prepared to continue to support the program for a good many years 
to come. 

(The prepared statement of Harry L. Graham follows :) 

The National Grange, both as a farm organisation and as individual citizens, 
has looked with favor upon the constructive results which have been attained 
under Public Law 480 since its beginning. We have been a stanch supporter of 
this program and its basic principles and activities, in our judgment, are of such 
a nature that it merits not only our continued support but our high praise. 

Although there have been some problems that have arisen from the. adminis- 
tration of this program, problems that are inevitable in a program so widely 
dispersed and in so many varying kinds of -situations as this one, the substantial 
results which have been obtained in not only the first purpose of this law, which 
wa«s to reduce the surpluses of American foodstuffs, but more importantly in 
the feeding of hungry people, the development of markets abroad, the renewing 
of life and hope for needy people, and finaljy, giving to American .people a means 
of expressing their continuing concern for the welfare of the less privileged 
people around the world. 

Indeed, the church and public relief- agencies through June 30, 1963, had 
distributed $1,387 million worth of American foodstuffs free to needy people 
under title II. This has moved into famine areas, into perennial food deficit 
areas, into school lunch programs, war relief, disaster areas, and various other 
usages. The amount of the contributions indicates the widespread public sup- 
port for this program. 

Sometimes the retnrn from this in terms of gratitude are real, substantial, 
and measurable. Sometimes, in the words of our late President, "a good con- 
science is our only sure reward." We had no other choice in many instances, 
even as today, but to share of our exceedingly great abundance with people 
who are in need. It is unconscionable and unthinkable for us to sit behinu a 
mountain of surplus foodstuffs and refuse to share these with the needy peoples 
of the world. This is not only a proper application of our Christian conscience 
and social ethics, but in many ways, it was the most hardheaded and practical 
kind of politics. 

The propaganda value to Communist countries of our refusal to give away 
our surplus to people in dire need would be incalculable. The National Grange 
has consistently supported this program and continues to do so. 

However important the relief and surplus food disposal aspects of the pro- 
gram may be, we would point out that the fundamental purposes and 
value of Public Law 480 has been that it has opened the door for the introduction 
of American agricultural commodities in the countries to which we never would 
have gained entrance otherwise, and that it has served to develop and expand 
substantially our dollar markets abroad. The largest single item in Public 
Law 480 expenditures so far has been sales for soft currency which account 
for a cumulative total of $6.7 billion worth of commodities. This had been 
helpful both to the United States in reducing the dollar overflow and to the 
receiving country as weU. 

The provisions of this biU have been helpful to a number of countries which 
have moved from, being Public Law 480 recipients to becoming purchasers of 
American agricultural products through regular commercial channels. These 
countries include Spain, Italy, Japan, United Kingdom, France, Netherlands, 
Germany, Argentina, and Mexico. The total average imports of these countries 
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in the 1955-59 period was $1,819.7 million, including substantial amounts for 
Public Law 480 sales. In 1962, these countries imported from America $2,070 
million worth of American agricultural commodities of which only $45.6 million 
was for soft currency. 

Japan remains the largest customer for American agricultural products. Her 
purchases from Australia and New Zealand enable these countries to also pur- 
chase American industrial products. In passing, it should be noted that Aus- 
tralia in 1962 purchased $37.7 million worth of American agricultural products, 
up $15.1 million from 1961. 

An exciting new development has been the use of food as capital to pay for 
work on projects to improve the health, education, and welfare of needy people. 
The combination of food so used, plus free lunches to schoolchildren, has had a 
fantastic effect upon the development of educational opportunities in some needy 
countries, especially in Latin America. The use of counterpart funds for capi- 
tal improvements, of surplus food for wages, and of other surplus food for feed- 
ing the hungry, such as in school lunch programs, presents an efficient use of 
surplus American food products. 

The use of some of these funds which have been earmarked for market develop- 
ment as in the recent instance of developing market for beef, in the European Eco- 
nomic Community and the Outer Seven has been a striking example of the suc- 
cessful use of Government funds in co-operation with private initiative to develop 
markets for American products overseas. , TWs is in. keeping with the expressed 
will of the delegates to the National Grange session last November who urged 
that : 

"Congress makes it clear that its intent is that this measure be administered 
for the maximum benefit of American agriculture and that the Secretary of 
Agriculture* is to exercise the maximum determination both with respect to the 
making of commodities available and use of the proceeds generally. Such 
proceeds should not be used to develop foreign competition to the disadvantage 
of the American farmers, and any uses of such proceeds other than for Jhe de- 
velopment of markets for American agricultural commodities should not be 
charged to agriculture/' 

Title III provisions should be continued for both foreign donations and barter. 
In our judgment, the barter provision has resulted in the stockpiling of strategic 
materials without the expenditure of U.S. gold reserves. We recommend, the 
continuation of this program with an emphasis on market development. In 
order to encourage the development of foreign markets through private trade, it 
is the judgment of the National Grange that : 

"The provisions of title IV of Public Law 480 should be administered in such 
a way as will facilitate and maximize the sale of surplus agricultural commod- 
ities for dollars through the longtime supply agreements and to this end existing 
regulations should be reexamined so as to eliminate unrealistic, impractical, and 
crippling obstacles which serve to frustrate the intent of this law." 

In summary, the position of the Grange is that the relief features of Public 
Law 480 should be continued, that the soft currency sales should be continued 
with reservations as to the use of the proceeds so as not to develop competition 
to American agriculture, the barter and foreign donations provisions be continued 
and finally to give greater emphasis toward the long-term objectives of the 
development of markets overseas. 

This means that some of the early emphasis on Public Law 480 as a means of 
simply getting rid of surplus American commodities should now be shifted to the 
long-term emphasis on dollar market development through the private trade. 
Even our relief and soft currency exports probably have greater public relations 
value if they were not clothed in the garments of surplus disposal. 

The Grange at this time does not foresee in the near future the time coming 
when we should dispense with this program. We believe that it has been one 
of the most valuable aids to agriculture. It has also served as an important 
instrument to further foreign policy objectives. We also believe that these func- 
tions can be continued and the larger function of market development can be 
fulfilled at the same time to the benefit of the importing countries of the world 
and to the long-term advantage of American agriculture. 

The National Grange therefore urges that Public Law 480 should be extended 
and that Congress recognizes, the need for, long-term planning in this field by 
enacting the legislation for a period of 5 years., 
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Appendix A 

Mabket Development 

"We support the further extension of the Agricultural Trade Development and 
Assistance Act of 1954 (Public Law 480) but urge that in doing so Congress 
make it clear that its intent is that this measure be administered for the maxi- 
mum benefit of American agriculture and that the Secretary of Agriculture is 
to exercise maximum determination both with respect to the making of com- 
modities available and use of the proceeds generated. Such proceeds should 
not be used to develop foreign competition to the disadvantage of the American 
farmer, and any uses of such proceeds other than for the development of 
markets for American agricultural commodities should not be charged to agricul- 
ture. The provisions of title IV of Public Law 480 should be administered in 
such a way as will facilitate and maximize the sale of surplus agricultural com- 
modities for dollars through long-term supply agreements, and to this end 
existing regulations should be reexamined so as to eliminate unrealistic, im- 
practical, and crippling obstacles which serve to frustrate the intent of this 
law" (from the report of the Committee on Agriculture, adopted by the National 
Grange, Nov. 19, 1963). 

Appendix B 

U.S. agricultural exports 

[In millions of dollars] 



Country 


Average, 
1956 to 1960 


1962 


Japan ... . . ... . .,,..,..,. , . . ....,., 


386.4 
426.8 
321.9 
265.5 
146.3 
118.7 
77.9 
88.2 


481.4 


TTnft4*1 Ktogdnm.., . .. .. . .,...„.. 


407.6 


West Germany 


391.1 


Netherlands... . .... . ...,.,.._ 


365.8 


Italy 


175.7 


Spftfn ,,......, 


»98.7 


Mexico 


63.4 


France . 


>86.3 








Total 


1, 819. 7 
41.0 


2,070.0 


Pnlftnd 


3 84.5 







i Includes $44,000,000 soft currency. 

* Includes $1,200,000 for tobacco for soft currency. 

* Includes $51,000,000 for soft currency. 

The Chairman. Are there any questions ? 

Thank you very much. 

Senator Jordan. I have just one comment in relation to what Sena- 
tor Young said and what you said about the distribution of food 
through tne church organizations. I thoroughly agree with that, 
and I have said that before. I know that to be a fact, because I have 
been in many places and have checked up on it. Some of them did 
put a sticker on the parcels, for instance, in Spanish or in Portuguese, 
or whatever the language was, as to where it came from. Some of 
them said that it came from the churches. That is not applicable to 
just one church but all of them taking credit for it. They ought to 
know where it comes from. 

Senator Young. I think this is very important. In every instance 
the source should be known. 

Mr. Graham. And the churches should be No. 1, too. 

The Chairman. Thank you very much. 

Mr. Graham. Thank you. 

The Chairman. Our next witness is Mr. E. C. Phillips of the 
American Merchant Marine Institute. 
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STATEMENT OF EBWAED C. PHILLIPS, AMERICAN MERCHANT 
MARINE INSTITUTE, AND JOHN N. THTJRMAN, VICE PRESIDENT 
AND WASHINGTON COUNSEL, PACIFIC AMERICAN STEAMSHIP 
ASSOCIATION 

Mr. Phillips. Mr. Chairman and members of the committee, my 
name is Edward C. Phillips and I am with the Washington office of 
the American Merchant Marine Institute. I would like to have my 
associate introduce himself. 

Mr. Thurman. My name is John N. Thurman and I am vice presi- 
dent and Washington counsel for the Pacific American Steamship 
Association, representing the west coast steamship industry in 
Washington. 

Mr. Phillips. Mr. Chairman and members, this bill in two areas 
vitally affects the entire steamship industry, and I hope that it will 
be possible for us to have 10 minutes to explain these two problems 
to the committee. 

The Chairman. Please proceed. 

Mr. Phillips. This is a joint statement on behalf of the American 
Merchant Marine Institute, Pacific American Steamship Association, 
American Tramp Ship Owners Association, Committee on American 
Steamship Lines, Committee on American Tanker Owners, and the 
Labor-Management Maritime Committee. We represent virtually the 
entire TT.S.-flag ocean steamship industry. The entire industry is 
vitally affected by and is strongly opposed to certain portions of this 
bill. 

S. 2687, a bill to extend the life of the so-called Public Law 480 pro- 
gram, contains two provisions which are of direct concern to the 

American maritime industry. These are 

Senator Young. You support this bill with the subsidy for your 
industry included in it ? 
Mr. Phillips. For the shipment on U.S.-flag ships. 
Senator Young. You support the use of "LLS.-flag vessels, where 
we pay you more than if we ship in foreign bottoms to carry the food. 
Mr. Phillips. We would hold to the requirements which are in the 
law. 
Senator Young. It amounts to a subsidy, does it not ? 
Mr. Phillips. It helps the industry. 
Mr. Thurman. We do not look on it as a subsidy. 
Senator Jordan. What is it ? 

Mr. Thurman. It is a payment so that we can have U.S.-flag vessels 
manned by U.S. citizens. It gives employment to our people, it gives 
employment in the shipyards and to the ship handlers. It is an over- 
all help to the economy in the United States. 

Senator Jordan. It is a subsidy, in other words. I know what you 
are going to say. 
Mr. Phillips. The two amendments that we are concerned with are : 
1. Amendment (2) of the bill which would amend section 102 of 
Public Law 480 to add a new section as follows : 

The Commodity Credit Corporation shall finance freight charges under this 
section only to the extent that such charges are higher (than would otherwise 
be the case) by reason of a requirement that the commodities be transported in 
United States-flag vessels. 

36-761—64 4» 
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2. Amendment (6) which would add a new subsection (u) to sec- 
tion 104 of Public Law 480 dealing with the use of foreign currencies: 

(u) For the sale for dollars to privately owned United States-flag commercial 
vessels for use in paying port fees, unloading, lightering, and other necessary 
expenses in foreign ports in connection with the carrying of a cargo under this 
Act and section 9 of the Act of September 6, 1958 (72 Stat. 1890). 

We are opposed to the proposed amendments because we believe 
their ultimate effect would cause injury to the Public Law 480 pro- 
grams, affect the volume of surplus grain and other surplus agricul- 
tural products which would be exported thereunder, increase the over- 
all shipping cost to our Government and taxpayers, and prejudice 
American-flag shipping as compared to its foreign competitors. 

The proposed amendment to section 102 of Public Law 480 would 
add a new section to this law which would prohibit the use of Com- 
modity Credit Corporation funds for the payment of other than any 
ocean freight differential which may exist. This amendment would 
require the ocean steamship companies to look directly to foreign 
recipient nations for the payment of basic freight charges. It would 
significantly alter the historic arrangements applicable to U.S.^flag 
vessels carrying Public Law 480 cargoes and would in all probability 
create difficulties which would be detrimental to the title I program. 

Since the inception of Public Law 480, the U.S. Department of 
Agriculture (CCC) has met its statutory obligations for the shipment 
of "at least 50 percent" of the cargoes involved in lXS.-fla£ vessels 
in the following manner: Freight costs for the portion shipped on 
U.S. vessels are paid to these vessel owners in dollars by C(JC, with 
reimbursement to CCC from two sources, namely : 

(a) Recipient country pays to CCC in its own currency the dollar 
equivalent up to the level of world market rates for the cargo carried 
in U.S.-flag vessels, and 

(b) CCC appropriations cover the payment in dollars for the dif- 
ferential between U.S.-flag vessels and foreign-flag vessels. 

Section (2) of S. 2687 would, henceforth, limit the Department's 
activity to that under (&) above. The ship operator would have to 
collect whatever hard currencies he could obtain from the recipient 
country's purchasing mission, up to the level of the existing world 
freight rate. CCC would continue to pay the U.S.-flag differential 
in dollars. The ship operator would receive his freight money from 
two sources under two separate sets of conditions, and possibly in two 
different currencies — a highly unworkable arrangement. 

There is no more justification for the shipowner to be asked to 
accept foreign currencies for his services than there is to expect the 
U.S. farmer, grain merchant, trucker, railroad, warehouse operator, 
port authorities, or exporter to accept foreign currencies for their 
services. Each must pay his costs of labor and overhead in dollars. 

Senator Johnston. The Americans who work on these ships, do 
you know how much taxes they pay? 

Mr. Phillips. They pay the same as other citizens, Sir. 

Senator Johnston. When you give them employment you build 
up the economy from the taxes received back from them, is that not 
true? 

Mr. Phillips. That is true — that is correct. 

Mr. Thurmax. That is correct. 
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Senator Johnston. That is what I am driving at. 

Mr. Tiiurman. The shipyard workers, the people who supply the 
American vessels, they all help. If we did not have them— all of 
this money which does accrue to the United States would immediately 
dissipate. 

Senator Young. I think that it is necessary to maintain a merchant 
marine, but the subsidy involved should more rightly be charged 
to the Department of Commerce or some other department of Govern- 
ment, rather than to the Commodity Credit Corporation. Everyone 
looking at the agricultural budget thinks that the entire amount is 
a subsidy to agriculture. This is a good example. The farmer gets no 
benefit from the money paid to the shipping interests. 

Mr. Tiiurman. That is a point that has bothered us for a long time. 
We would like to work that out. It is not fair to the Agriculture 
Department. 

Senator Young. I appreciate your comment. 

Senator Johnston. It builds up the cost to our farmer. The whole 
program is hurting in that regard. There is no question about that 

Mr. Phillips. We might point out that not all U.S.-flag ship opera- 
tors would be affected in the same way by the enactment of amend- 
ment (2) of the bill, since the industry includes both liner operators 
and tramp ship operators. 

For example, Public Law 480 cargoes carried in parcel lots by 
liner cargo vessels, other than infrequent movements of bulk grain, 
are carried at conference rates and there is no U,S.-flag differential , 
involved. Thus, the liner operators might, by the enactment of 
amendment (2), be required to accept virtually all of their revenue 
from these shipments in foreign currencies (largely i neon vert i hie). 
In addition to this financial burden, this could put them in conflict 
with conference tariffs which usually require repayment in dollars. 

Tramp operators kre prohibited by law from forming conferences, 
but over 90 percent of the cargoes carried by American -flag tramp 
vessels are Public Law 480 grain movements, "if these operators were 
forced to accept a substantial portion of their freight charges for such 
cargoes in inconvertible foreign currencies, the tramp segment of 
our American merchant marine would be eliminated overnight. 

All U.S.-vessel owners would face the prospect of negotiating with 
the purchasing missions of foreign governments as to the acceptance 
of currencies offered. Keep in mind that these are government-to- 
government contracts and the private shipowner does not have equiv- 
alent bargaining power and would be subject to many pressures when 
negotiating with a foreign government entity. 

We suggested earlier, it seems to us there would be parallel dis- 
advantages to USDA in this proposal. The obvious disadvantage is 
that the very countries with whom Public Law 480 — title I trans- 
actions are being consummated, are those which cannot earn dollars 
and other hard currencies to buy our surpluses. 

If the requirement prohibiting the Commodity Credit Corporation 
from paying the basic ocean freight should be written into the law it 
would create inflexibility which would frustrate those programs where 
a bona fide inability exists for a potential purchasing country to use 
hard currencies to pay for ocean transportation. 

If they are required by law, under amendment (2) of S. 2687 to 
use their dollar currency for 100 percent of ocean freight up to world 
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market levels (when they already find it difficult in most cases to 
come up with enough hard currency to pay for the 50-percent portion 
on non-U.S.-flag vessels), they may be unable to buy the wheat or 
other farm products from us in the first place. 

We turn now to the proposed amenment (6). The ordering and 
utilization of services required for the performance of ship delivery 
functions abroad is traditionally subject to the call of the shipo »raer, 
be he American or foreign. 

It should be borne in mind that at those ports at which title I, 480 
merchandise is being discharged there is often slow delivery, lack of 
berthing space, and lack of specialized equipment. The American 
ship, by this amendment, would be merely returning to the recipient 
country its own inconvertible local currency in payment for these 
services. 

Foreign shipping in competition with ours would be procuring 
these services with hard currency. In those ports where the berthing 
services, for example, are run by a government entity, we fear there 
may be a natural inclination to show preference to shipping other 
than our own. Our ships may well end up being serviced last. Be- 
cause of American standards, our vessels' daily costs are the world's 
highest. 

Such delays as may accrue will ultimately have to be borne by 
adding to our freight rate, a situation which we do not look for- 
ward to with any enthusiasm. The final conclusion of this could 
be that the U.S. Government in the utilization of our own ships will 
find deliveries delayed and/or freight rates increased. In cases where 
cargoes are currently shipped free of discharge costs to the carrier, 
this amendment would encourage the recipient country to shift the 
burden of discharge costs onto the American operator. 

An additional technical problem involved in this proposal deals 
with the fact that many Public Law 480 cargoes are moved as parcels 
aboard liner vessels in addition to those bulk commodities which move 
as full shiploads. It would not be unusual for a U.S.-flag liner de- 
livering Public Law 480 cargo in a foreign port also to have aboard 
various other amounts of general commercial cargo for delivery at 
the same time. We do not see how it will be possible equitably to 
allocate port costs, assessable against the ship, between the two cate- 
gories of cargo on board. Nevertheless, such an allocation would 
have to be made, with the greatest possible complications, since under 
the language of the bill use of the foreign currency funds is intended 
to cover port expenses in connection with the carrying of Public Law 
480 cargoes. 

For the foregoing reasons, we respectfully request that this com- 
mittee delete amendments Nos. (2) and (6) from S. 2687. 

The Chairman. Thank you. 

Mr. Phillips. I want to thank you, Mr. Chairman, for the oppor- 
tunity of fully explaining these two matters to the committee. 

The Chairman. Very well. Your statement will be considered. 

Are there any questions ? 

Senator Jordan. I just want to state to the gentlemen here that I 
did not have any objections to your being sudsicfrzed because you can- 
not run without it. Tobacco, wheat, corn, everything else Has to be 
subsidized. There is no use trying to kid ourselves about that. It is 
a subsidy. Airplane lines are subsidized. 
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Mr. Thurman. We have two segments in the merchant marine. 
None of the companies that I represent receive any differential pay- 
ments. The only time that there is a cost differential is in the large 
bulk movements of grain. 

Senator Jordan. Such as in this particular case? 

Mr. Thurman. That is right. And these are the examples. The 
tramp ship operators are the only ones that receive anything that 
might be so considered. That is what I was thinking about. 

Senator Jordan. I know. 

The Chairman. Thank you again very much. 

Our next witness is the Very Keverend Joseph Gremillion, director 
of the Division of Social Economics, Catholic Belief Services of the 
National Catholic Welfare Conference. 

We shall be glad to hear from you now. 

STATEMENT OF THE VERT REVEREND JOSEPH GREMILLION, 
DIRECTOR, DIVISION OF SOCIAL ECONOMICS, CATHOLIC RELIEF 
SERVICES, NATIONAL CATHOLIC WELFARE CONFERENCE, NEW 
YORK, N.Y. 

Monsignor Gremillion. Mr. Chairman and members of the com- 
mittee, I am Monsignor Joseph Gremillion, director of the Division 
of Social Economics, Catholic Belief Services, National Catholic Wel- 
fare Conference. 

It is a distinct privilege to me to be here today to present testimony 
bearing upon the revision and extension of Public Law 480 which has 
enabled Catholic Relief Services, NCWC, to distribute abroad as a 

fift of the people of the United States more than 5 million tons of 
oodstuffs from the warehouses of American abundance. 

I am here in the name of Bishop Edward E. Swanstrom, our execu- 
tive director, who regrets deeply his inability to be here to meet with 
you personally. 

At this time, Catholic Relief Services, NCWC, is operating pro- 
grams of relief and assistance in 70 countries and reaching approxi- 
mately 40 million needy persons — 7^ million children in school, feed- 
ing 17 million persons in family feeding distributions of U.S. surplus 
foods and some 15^ million tnrough clothing distributions, through 
medical programs and through self-help projects to improve health, 
sanitation, housing, and so forth. 

This is our own U.S. agency paid staff. In addition our oversea 
collaborating agencies maintain paid staffs of several thousand per- 
sons, about 3,500 and receive voluntary services of more than 50,000 
additional nationals in the countries in which we operate. 

In this work there are used annually more than a million tons of 
relief and assistance materials — food, clothing, medicines, tools, and 
equipment, and all the many other things necessary to successful 
ministry to the needy. 

To properly carry out this work, Catholic Relief Services, NCWC, 
maintains a staff of 691 persons, 165 in the United States and 526 
abroad. 

All of this is made possible by the annual contribution by American 
Catholics of millions of dollars and million of pounds of contributed 
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goods for relief service among the hungry, disease-ridden and poverty- 
stricken overseas. 

The single purpose of American Catholics in making these contrib- 
utions and the single purpose of Catholic Relief Services, NCWC, in 
carrying on these programs is the relief of need among the suffering, 
the underfed and the underprivileged, regardless of race, color, or 
creed. 

This is our responsibility as Christians. It is equally our respon- 
sibility as Americans, because need is the common enemy of every- 
thing Americans have achieved or hope to achieve. It is the enemy 
of democracy. It is the enemy of peace. It is the enemy of health 
and hope and opportunity. 

I would like again, as I have before, to express our deep and abiding 
gratitude and commendation to the Congress for its statesmanship, 
wisdom and generosity in the creatiQn and continuing expansion of 
Public Law 480. 

Under it, in our sharing of our food abundance with many millions 
in more than 100 countries abroad, there is being built a monument 
to the love of men for all mankind that is without equal in history. 

In this regard, it is unfortunate that nowhere in Public Law 480 is 
there evidence that much of what is being done under its provisions — 
particularly in titles II and III — is being done just because it is right — 
because it is American — this sharing of our abundance with the less 
fortunate in an effort to improve their lot in life. 

If this is the purpose or many more than a hundred million of our 
citizens in supporting voluntary agencies in work under Public Law 
480 — and it is — then it is large in the motivation that continues them 
in their tax support of its governmental operation. 

I would suggest that the Congress might well spell out, in the pre- 
amble to Public Law 480, this so important facet of its endeavor to 
make maximum efficient use of our food resources. 

It would be a simple thing to add such words as "and to assist the 
needy abroad" in the first sentence of section 2, as a stated purpose 
of the act. 

This would not only be highly gratifying to millions of Americans, 
but it would give official evidence to millions abroad of America's 
concern for her fellow men and of her pride in having such concern. 

Through our food program abroad — made possible only because of 
Public Law 480 — Catholic Relief Services, NCWC, annually distrib- 
utes approximately V/ 2 billion pounds of American food for peace 
commodities. 

In doing so, we believe that we carry out the highest ideals of our 
ow T n organization and that we serve in great measure the overall 
interests of the American people. We are extremely proud that in 
this use we not only carry out our religious responsibility, but that, 
in perfect compatibility, we also serve our country. 

We urge adoption of the 5-year extension of Public Law 840 asked 
by the Secretary of Agriculture and proposed in S. 2687 by Senator 
Ellender. 

Also, we urge the increase of resources under title II from $300 
million to $450 million yearly, as asked by the Secretary and as pro- 
vided for in Senator Ellender's bill. 
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Through the decade since Public Law 480 came into being, there 
has arisen necessity for new types of service. Progressively, also, 
there have emerged new opportunities to make more effective use of 
our American abundance in the interest of peace and democracy. 

All concerned, departments of Government and voluntary agencies, 
are making an effort to meet these new and growing requirements. 

These extensions of service require extension of resources. Also, be- 
cause they require longer range planning and application than the 
simple food distributions of our early Public Law 480 experience, 
longer term legislation will assure better programing and more effec- 
tive operation. 

We urge favorable consideration of the provisions in S. 2687 that 
would apply general average insurance financing to section III as 
well as to section II shipments of donated commodities. 

Wq strongly endorse S. 2925 introduced by Senator McGovern 
that would amend section 203 to utilize excess foreign currencies 
accrued to the U.S. account to assure more effective use of our donated 
foods and to promote community and other self-help activities 
designed to alleviate the causes of need, building at the grassroots, 
elements of physical health, basic knowledge and simple skills that 
lead to the incentive and productiveness necessary to community level, 
village and slum level economic development without which national 
economic and market development cannot possibly succeed. 

Because the underfed, the unhealthy, and the ignorant and unskilled 
can neither work Tfrell nor buy touch, the definite relationship between 
food donation programs, community development, and economic and 
market development has long been obvious. 
It has been clearly demonstrated by — 

(a) School lunch programs that have brought more children 
into the classroom, kept them more alert and respective to instruc- 
tion, and increased their potential as productive adults; 

(&) Food-for-work programs of community development that 
have created facilities for better agriculture and marketing, better 
housing and health, and better utilization of natural resources. 
Experience, particularly of the Peace Corps, in these and other com- 
munity operations, and of the various international organizations and 
of our own governmental community development efforts argues for 
greater use of Public Law 480 resources in this area, especially as re- 
gards school lunch and food-for-work extensions and in basic nutri- 
tion, housing, health and sanitation, in literacy, rural development 
and simple vocational training. 

With this amendment providing the necessary tools and services, 
we, the people of the United States in partnership with the people 
of other recipient countries, can really begin, through building div- 
idend-paying work capacity, to realize some objectives of the great 
investment in human beings made through the donation aspects of 
Public Law 480. 

As such programs are instituted, contributions to their support 
should be permitted from recipient individuals as they are able to 
do so. It is important that people help themselves as much as they 
can so they may feel themselves truly partners in the overall effort to 
improve their situations, and if the dignity of at least partial self- 
sufficiency is to replace the indignity of indigence. 
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Projects made possible by this great step forward, demonstrating 
at the individual level that there really is a basic for hope and a re- 
ward for incentive and application, can encourage and stimulate much 
similar action by the governments of the recipient peoples, who very 
well might be successfully persuaded to take increasing shares in the 
costs of such programs, particularly from their own resources gen- 
erated by Public Law 480 foods. 

Participation by Catholic Relief Service, NCWC, in programs un- 
der the proposed amendment will require outlay of funds by our agen- 
cy beyond our current budgets. 

Year by year, however, as new opportunities for service have arisen, 
our people have generously and increasingly supported our work by 
their contributions. We are confident that they will continue to do so. 

An allwise providence, working through the efficiency of American 
agriculture, has created a great and continuing American abundance 
of food, the element most essential to success in mankind's struggle 
against need. Our duty, therefore, all of us working together, is 
to make the widest and best use of this resource. 

It is to this end, looking ahead to the inevitably increasing scope 
of the needs of the people we serve and in what we believe is the best 
interest of our country as it strives to help the emerging nations to- 
ward economic and political security, that we appear here today. 

In closing, let me express my heartfelt thanks to all of the Congress 
and to the many thousands involved in Government voluntary agen- 
cies and among our friends abroad who, through Public Law 480, are 
working together to make the world a better place in which to live. 

I thank you. 

Monsignor Gremellion. Thank you, Mr. Chairman. Thank you, 
members of the committee. 

The Chairman. Any questions? 

If not, we thank you very much, Father. 

Dr. McLain ? 

Is Dr. McLain here ? 

Is Mr. Danielian here? 

Mr. Tom Hall Miller? 

Is Mr. Devine present? 

Is Mr. Bernard A. Confer present? 

I am sorry they are not here. Permission is hereby granted for 
all of them to file their statements within 24 hours. 

Mr. Robert E. Van Deusen. Mr. Chairman, Mr. Confer is on his 
way here, and I understood he could testify this afternoon. If there 
is to be no afternoon session, may I present an oral statement on his 
behalf, with a written statement to follow ? 

The Chairman. Yes, you may. 

All of you are permitted to file statements. 

STATEMENT OF REV. ROBERT E. VAN DETJSEN, WASHINGTON SEC- 
RETARY OP THE DIVISION OP PUBLIC RELATIONS, NATIONAL 
LUTHERAN COUNCIL 

Mr. Van Deusen. My name is Robert E. Van Deusen. I am the 
Washington secretary of the Division of Public Relations of the 
National Lutheran Council, with which Lutheran World Relief is 
associated. 
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I know Mr. Confer will be sorry that he wasn't here in person, be- 
cause it was his understanding that there was to be an afternoon 
session. He counted on that, 

Lutheran World Relief is the material aid agency of the National 
Lutheran Council, and the Lutheran Church — Missouri Svnod. 
The National Lutheran Council is a joint agency of the Lutneran 
Church in America and the American Lutheran Church, which to- 
gether have about 5y 2 million members. The Lutheran Church — 
Missouri Synod has about 2y 2 million members. 

Lutheran World Relief is one of the main private food distribution 
agencies, along with Catholic Relief Services, Church World Serv- 
ice, and CARE. It was mentioned by Secretary of Agriculture Free- 
man as one of those which carry the heaviest loads in distributing 
Government-owned food. 

Senator Young. In how many countries of the world does your 
church distribute food? 

Mr. Van Deusen. I think it must be around 50, maybe not all of 
them at present, but during the 20-year period. We have distributed 
during the past 20 years over $150 million worth of food, clothing, and 
medicine, about half of which has been Government-donated surplus 
food. 

The Chairman. Was the other half contributed by your member- 
ship? J J 

Mr. Van Deusen. The other half was contributed by our members in 
money, clothing, medicine, and so on. 

Our agency, as one of the cooperating agencies, is very much in favor 
of the principles of Public Law 480, and we heartily favor its renewal. 

There are certain serious misgivings that we would like to voice 
briefly — in regard to the large-scale use of church-related agencies as 
channels of distribution for Government-owned food. 

This was expressed in detail by the executive director of the National 
Lutheran Council, Dr. Paul C. Embie, at the public hearings held by 
the House subcommittee. This will be included in Mr. Confer's testi- 
mony, which will be submitted in writing. But I would like to sum- 
marize our position. 

Whereas at the outset the cooperative relationship between the 
church agencies and Government was justified on the basis of emer- 
gency need and human hunger, it has now become a long-range ongoing 
program. On that basis, we think the nature of such cooperation ought 
to be reviewed and looked at rather closely. 

On a permanent basis, we feel it would be unfortunate for church 
agencies to become, either actually or in the eyes of the recipients, 
agents of the U.S. Government in carrying out U.S. foreign policy. 
We feel that the church is by nature an international and suprana- 
tional agency which has its own functions. Church people, as a group 
of citizens, cooperate with other Americans in carrying out national 
policy. But the church itself should not be the agent of national policy. 

The large amounts of U.S. food which have been shipped by church- 
related agencies have in some cases overshadowed the size of the 
ongoing program of the same agencies which are supported by church 
contributions. When this happens, we feel that the voluntary nature 
of the agency diminishes to the extent to which Government-supported 
food provides a large proportion of its budget. 
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In some cases, over 80 percent of the commodities shipped by church 
agencies is provided by the Government. We think this is unfortunate. 
We have tried to keep our participation down to 50 percent. When it 
goes beyond that, we believe we are on dangerous ground. 

We feel, too, that large-scale subsidy by the U.S. Government is a 
temptation to any voluntary agency to expand its program beyond that 
which is feasible on the basis of its own ongoing program. Any 
sudden change in policy on the part of the U.S. Government, any 
sudden withdrawal or diminishing of Government support, would 
create a serious organizational crisis, sometimes even to the extent of 

Questioning whether this agency could continue any longer with the 
rovernment's support. 

We think that would be an unfortunate outcome of this trend. 

We feel that it would be better if, over a period of a few years, a 
shift would be made from the use of private agencies, particularly 
church-related agencies, to the use of Government agencies in a govern- 
ment-to-government program. We believe that the church agencies 
should have parallel programs as large as their own contributions 
merit, and that they should take a very close look at some of the pos- , 
sible outcomes of becoming increasingly arms of U.S. Government \ 
policy. \ 

That, in brief, is the basis of our concern. 

Senator Johnston. Do the people that you donate to overseas know 
where it is coming from ? 

Mr. Van Detjsen. It is always labeled, bag by bag. 

Senator Johnston. What is the marking of the label ? 

Mr. Van Detjsen. Something like "Donated by the people *,f * u c 
United States" — there is some kind of label that indicates it is from 
the American people. It avoids the implication that it is the church 
that is giving it. 

Specifically, we do have concern about the amendment that was pro- 
posed by Mr. McGovern, which would increase the involvement of the 
private agencies by giving them foreign currencies for oversea dis- 
tribution costs. As of now, oversea ocean freight is reimbursed. 
When the food gets there, the agency bears the cost of distribution 
in the various countries. We think this is wholesome. We think that 
this keeps the voluntary nature of the agencies intact. We would 
hesitate very much to see large-scale increases in our own involvement, 
especially in terms of money rather than bags of food. 

You can audit bags of food, but it is hard to find out where the 
money goes, once it gets out of the hands of the U.S. Government and 
into the hands of a private agency. 

Senator Johnston. Well, it works in another way, too. People 
of the United States give the various things. It makes them feel the 
effects, too, back home. I think that has a good effect. 

Mr. Van Detjsen. There have been some instances where, because 
of the large nature of the program, and the somewhat inadequate 
staffing by the private agency, large amounts of food have gotten into 
black market channels — not voluntarily, but because of inadequate 
control of what happens in the other countries. 
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You know of a number of instances where this has happened, in- 
cluding South Vietnam. 

The Chairman. To what extent do you operate in respect to the 
distribution of food that you, yourself, that is, your church furnishes, 
in contrast to that furnished by the Federal Government? 

Mr. Van Deusen. Almost all of the food that we distribute is U.S. 
Government food. The other items that are distributed under our 
own aegis are mainly clothing and medicine, which are in large 
amounts. 

The Chairman. Do you know whether or not other agenices, such 
as — I mean other denominations other than yours, have followed the 
same method ? Don't they distribute all of the food, the same as you 
do, that is furnished by the Federal Government ? 

Mr. Van Deusen. Yes. CARE and Church World Service and 
Catholic Relief Services are the main ones. 

The Chairman. What is your objection if all of them do as you do ? 
You don't furnish food at all. All that we distribute is food. Would 
you want them to contribute to the furnishing of clothing and things 
like that, as you do, in order to make them 

Mr. Van Deusen. They do. The other agencies are not purely food 
agencies. They are relief agencies. That is my understanding — 
wide-scale relief agencies. Catholic Relief Services, for instance, has 
many programs outside of the food program. 

But increasingly the food program has overshadowed the balance 
of the program in that agency and in other agencies. We feel in 
general that this is an unfortunate trend in the relation between church 
agencies and the Government. 

Senator Johnston* A good many of the churches of various denom- 
inations have someone in the various churches to collect things, too. 

Mr. Van Deusen. Yes. In the case of Church World Service, many 
of the Protestant denominations channel through Church World Serv- 
ice. It just happens that in the case of the Lutherans, since not all 
of the Lutheran bodies are in the National Council of Churches, we 
have our own separate relief program. This came about partly, be- 
cause there was such a large amount of relief needed in Lutheran coun- 
tries after the war, such as Germany and the Scandinavian countries. 

The Chairman. Off the record. 

(Discussion off the record.) 

The Chairman. The committee will stand in recess until 2 :30 this 
afternoon. 

(Whereupon, at 11:25 a.m., the committee recessed, to reconvene at 
2 :30 p.m., the same day. ) 

AFTERNOON SESSION 

(The committee reconvened in room S-126 at 2:30 o'clock p.m.) 
Senator McGovern (presiding). The committee will resume hear- 
ings on the extension of Public Law 480, and the first witness is Mr. 
Fred W. Devine, deputy executive director of CARE. 
Mr. Devine, we will near your statement now. 
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STATEMENT OF FRED W. DEVINE, DEPUTY EXECUTIVE DIBECTOB, 
CAEE, NEW YORK, N.Y. 

Mr. Devine. Mr. Chairman and gentlemen of the committee, my 
name is Fred W. Devine, deputy executive director of CARE, repre- 
senting on this occasion Frank L. Goffio, executive director, and the 
CARE board composed of representatives from 26 national member 
agencies of CARE. 

CARE's experience in the oversea distribution of U.S. Government- 
owned f oodstocks dates back to 1950. In that year, following con- 
gressional provisions made late in 1949, CARE first evolved its food 
crusade programs. 

The food crusade, which continues in operation in various poverty- 
stricken areas of the world today, is supported by literally millions of 
American voluntary donors whose contributions pay the costs of pack- 
ing, processing, distributing, administering the use of Government- 
donated commodities, and occasionally purchasing additional commo- 
dities to fit local diet habits and needs. This is almost a basic neces- 
sity- 

With the passage of Public Law 480 in 1954 a significant additional 

support for such programs came with the provision of ocean freight 
reimbursement by the U.S. Government. Since then CARE has 
participated heavily in the development of major institutional and 
school feeding programs. These represent a second dimension of use 
of Public Law 480 commodities, known as CARE partnership pro- 
grams, wherein host governments capable of doing so share in the 
local costs of administration and distribution and thus adopt an in- 
creasing load of responsibilities for the welfare of their own institu- 
tions. We believe this represents a significant step forward in the 
self-help process which uses American farm abundance for the crea- 
tive development of local institutions in developing countries. 

And here, particularly, we would like to make a note of those coun- 
tries no longer receiving Public Law 480 commodities who are able 
to continue their school lunch feeding program, purchasing commodi- 
ties from the United States and the commercial market. This is a di- 
rect result of the programs made available to these countries through 
voluntary agencies using Public Law 480. 

By July 1963 CARE had been the medium for distributing over 
3 billion pounds of U.S. Government-owned commodities to 55 coun- 
tries in very serious need of nutritional support. 

In fiscal year 1963 some 860 million pounds of these commodities 
under the provisions of title III of Public Law 480 and nearly 90 
million pounds under title II reached about 27,500,000 hungry people 
in 36 developing countries through the mechanism of CARE. 

Included among those recipients were more than 19 million school- 
children, many of whom were able to enter or remain in school pri- 
marily because of this resource from the United States. 

CARE's current fiscal 1964 food program, the largest in its history, 
plans for a distribution of more than 1 billion pounds of commodities 
to an estimated 35 million recipients in 38 countries around the world. 
Schoolchildren now 25,565,059 and preschool 1,326,105. This increase 
mainly in India and Latin America. 
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The CARE organization is honored to have been a part of this re- 
markably creative process, and it deeply appreciates the thoughtful co- 
operation of the several agencies of the U.S. Government in the assess- 
ment of such programs, the provision of ocean freight reimburse- 
ment, and the provision of the commodities themselves from the abun- 
dance of America. We believe that this law that has made such pro- 
grams possible has been, and hopefully will continue to be, a keystone 
in the decade of development and a foundation stone of international 
good will. 

It should be clearly understood, however, that CARE does not re- 
gard its role in the development process as completed with participa- 
tion in Public Law 480 programs alone. It feels a responsibility for 
adding to that great resource other facilities and equipment, paid for 
by American donors, through its self help and Medico programs. 
And Medico is an independent agency merged with CARE some years 
ago. This is the organization founded by Dr. Peter Commonduras 
and Dr. Tom Dooley. 

Much of this assistance is designed to support, directly or indirectly, 
those communities and institutions that benefit from American farm 
productivity. This may take the form of providing food prepara- 
tion and preservation equipment, the building of school kitchens, the 
provision of equipment to improve local water supplies and to safe- 
guard public health, the development of projects and the supplying 
of tools for increasing local food production through school gardens 
and cooperative activity and for vocational training to broaden the 
base of local economic activity. These and other additional efforts 
and supplies are financed entirely by private voluntary contributions, 
with the exception of ocean freight reimbursement. 

The main bulk of this work has been made possible by carefully 
planned use of commodities made available under title III. However, 
title II, section 202, which permits voluntary agencies to use commodi- 
ties as payment of local labor wages on certain publicly useful and 
needed projects for the general welfare, has in our view greatly ex- 
panded and deepened the potential of Public Law 400. Since 1962 
CARE has undertaken or is currently engaged in eight title II pro- 
grams in Ecuador, Costa Rica, Iran, Hong Kong, Korea, and the 
Philippines. One of the two Iran programs, for example, involves 
the construction of what will become a 1,200-kilometer road that 
will link together one of the most neglected and poorest sections of 
the Middle East (The southern ports and isles area) and give it 
access for the first time in history to major markets and industrial 
sectors. 

The other title II CARE Iran program is being applied to relief 
work projects in drought-stricken areas throughout the country, and 
is creating new roads, canals, schools, water supplies, etc. Such 
projects involve also a substantial investment by the host country in 
major equipment and administration. The partnership principle in 
such cases is clearly at work in significant ways. 

The same principle is at work in those areas where CARE admin- 
isters locally rural and urban community development projects for 
the U.S. Peace Corps, or otherwise supports the work of Peace Corps 
volunteers. The new CARE-Peaoe Corps project in Guatemala, for 
example, is directly engaged in construction and other activities to 
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improve the facilities of rural schools where CARE Public Law 480 
distributions provide a base for development. The participation of 
Peace Corps volunteers in food-based school improvement programs 
is one more significant illustration of the productive interrelationships 
that can and do multiply the effect of Public Law 480. 

Indeed, many dimensions of the whole development job which 
CARE and other agencies are endeavoring to undertake on the foun- 
dation provided by Public Law 480 are still to be more fully explored. 
In the years ahead efforts must be made to develop additional instru- 
ments for enriching rural life in underdeevloped areas on which world 
food adequacy depends. In addition to further extension of title II 
projects and of interrelationships between local-level technical assist- 
ance such as the Peace Corps and the operation of food programs, 
CARE has a particular interest in deepening the character of over- 
sea programs related to the Public Law 480 base in the following 
directions : 

1. Diet and health improvement through such instrumentalities as 
the Medico branch of CARE, whose team operations are centered in 
hospitals, and through the additional programing of supplies for im- 
proving local health facilities. We should like to look forward to 
the day when local currencies earned from the sale of title I com- 
modities can also be used in making professional medical and health 
services and equipment more available to schools and institutions 
using Public Law 480 commodities through voluntary agencies. 

2. Education services ranging from simple equipment and class- 
room supplies to more sophisticated services and vocational training 
equipment. As the development of major school feeding programs 
proceeds, the upgrading of the local school as the principal institution 
for development could be aided significantly if local currencies ac- 
crued from the sale of Public Law 480 commodities could be applied 
through the voluntary agency to extending such service and 
equipment. 

3. Food program technology calling for the design and adaptation 
of simple but efficient devices for school and institutional food prepara- 
tion, storage, and serving; preservation and canning of local food 
production; and the continued introduction of better tools, seeds, 
and small livestock for the small landholders. We regard such ac- 
tivities as an integral part of the larger pattern based upon Public 
Law 480 programs. CARE has encouraged and worked with several 
scientific and industry groups on special technological phases of these 
activities, and we should like to hope that Public Law 480, through the 
extension of the use of earned local currencies, could support such 
related activities of the nongovernmental agency at work in the field. 

Two other suggestions to the committee occur to us which are based 
on practical experience in the operation of both title II and title III 
programs. 

In regard to title II and its dramatic stimulus to the development 
process in numerous areas, we suggest that the use of title II provisions 
could gain increased flexibility and applicability if the law could pro- 
vide for the payment of local labor not only in food commodities out, 
under carefully controlled arid modest circumstances, in money also 
where the laborer lives in an urban. money economy. In regard 
to title III, significant and desperately needed feeding program are 
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sometimes limited by the capacity and ability of the host government 
or the administering agency to provide the necessary local financial 
support. 

In this connection, I would refer to the problems of all agencies 
in the African area. 

When such support is clearly not possible through the host govern- 
ment, we suggest that loan agreements under title 1 be extended to the 
host government if such feeding programs are vital to the stability and 
growth of that country. 

We are now faced with a serious milk shortage. May I read 
CAKE's position paper presented to Mr. Richard W. Eeuter, Food 
for Peace Director, on June 24, 

CARE (Cooperatives for American Relief Everywhere, Inc.) as an American 
organization has been cooperating with USDA and AID since 1950 in the utiliza- 
tion of Public Law 480 foods made available to us under title 111 of that act. 

This cooperation has led to programs in 33 countries with recipients in schools 
of 25,565,059 and preschool of 1,326,105. Total recipient level is at 34,545,384. 

At the quarterly Washington food availability meeting on April 3, we were 
advised of a "tight situation" regarding the availability of dry skim milk 
powder. Subsequently, and at a meeting hastily caUed at the request of the 
Food for Peace Office and AID officials, we were deeply shocked to learn on 
June 5 of the imminent possibility of a serious shortage of milk powder. 

Since the milk shortage of 1959, when we were faced with serious program 
cutback in our programs overseas, we have been attempting to strengthen the 
confidence of the recipient governments, and to assure them that this kind of 
shortage would not occur again. This decision being based primarily upon the 
establishment of the Food for Peace Office as an expression of the President's 
concern for Public Law 480 title III programing. 

Over the past years, ami in cooperation with the USDA and the State Depart- 
ment agencies, CARE has developed food distribution programs that assure 
proper administration as well as orderly commodity supply. Without this kind 
of commodity supply as was practically assured following the 1959 milk crisis, 
when it was deemed wise to purchase milk to meet the need, we would be 
unable to meet program needs. 

Time and time again we have heard in the course of U.S. official briefings, 
and as a result of official U.S. oversea representation, that the voluntary agen- 
cies' programs are complementary to official U.S. aid programs. We are seriously 
concerned, over and above the humanitarian aspect of this program, that we 
run a serious risk of damaging the U.S. image overseas. Our stature is high 
because of the voluntary agency-U.S. Government partnership programs con- 
structed under title II and title III of Public Law 480. 

Needless to say the increased worldwide scope of CARE's programing, as 
well as other voluntary agencies, is contributing significantly to the develop- 
ment of new markets overseas for U.S. agricultural commodities. 

And in this instance I would like to refer to the Japanese school- 
lunch program which was started as a Government-to-Government 
program under title II. The Japanese took that program over some 
years back and I understand are continuing to buy skim milk powder 
from the United States on the commercial market. 

President Johnson has only recently reiterated U.S. policy with regard to our 
Government's concern for peoples overseas when he said "the war on poverty 
does not end in the United States." 

"We believe the Food for Peace Office was established as a vehicle to provide 
the means of intelligently programing food commodities, and once and for all 
eliminated the possibility at home and abroad that Public Law 480 was con- 
sidered a disposal vehicle for surplus commodities. If we are to return to a 
program of disposing commodities because we have them, but not to provide them 
because they are needed, then it appears we are defeating the purpose of food 
for peace, and taking a backward step toward the negatives of "disposal" and 
aU it implies. We firmly believe these programs to be in the national interest, 
and that the Food for Peace Office of the President should take immediate 
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remedial action to avert the reported imminent shortage of this basically essen- 
tial nutritive commodity. Such action may take one, or a combination, of the 
following forms : 

(1) Because powdered milk has come to be an irreplaceable item in feeding 
programs, the U.S. Department of Agriculture should acquire, by whatever 
means necessary, sufficient milk to insure the fulfillment of AIDnapproved fiscal 
year 1965 voluntary agency commitments overseas. 

(2) As a much less desirable alternative, FAS-USD A should be authorized 
to acquire a protein-equivalent commodity — for example, soya flour — to replace 
the forecast shortage and/or extend the available milk supplies. 

We at CARE are convinced that Public Law 480 programs — aside from their 
humanitarian nature — are in the national interest, and likewise lie within 
the avowed foreign policy of the United States; it may well be that the prob- 
lem of continued and adequate milk availability, if a solution is not found else- 
where, should be presented to the National Security Council for its appraisal 
and recommendations. 

This is the statement we presented to Mr. Reuther's office. Unfor- 
tunately, the milk shortage crisis still continues. It appears that about 
50 percent of the commodity needed by all voluntary agencies will be 
made available. I would not like to close this testimony without say- 
ing that we at CARE particularly want to make mention of the fact 
that U.S. farmers in making these commodities available have at most 
time not received the kind of support from the people of the United 
States that they should have. All too often we hear of the problem of 
price supports, of surplus, et cetera. This, if course, tends to be in a 
very critical tone. Quite frankly, we do not feel that we have a 
surplus. 

A recent FAO statistic indicates that more than 10,000 people die 
of starvation a day, worldwide, particularly women and children, and 
this is a minimum and not a maximum figure. 

We at CARE feel that the American farmer is producing a com- 
modity that may and is ultimately more worthwhile than industry's 
production of tanks, bombs, et cetera, that are used in our defense 
program. 

In closing, we hope this testimony of the CARE organization may 
be useful, valid, and a further evidence of the outreach and high intent 
of the family of voluntary agencies participating with their Govern- 
ment in the kind of development that adds to the peace and security 
of our world. 

Senator McGovern. Thank you for your statement, Mr. Devine. 

I just want to say, speaking as one member of the committee, that 
I do not know of any agency that is doing any more to advance the 
interests of humanity than CARE. The other voluntary agencies that 
are participating iii this program are also making a great contribu- 
tion to the building of a better world. 

I had the opportunity in 1962 to take a trip around the world, or 
at least a good share of it, and I saw, over a period of about 6 weeks, 
the operations of CARE in India and in Egypt, Hong Kong, and 
other places and was tremendously impressed with the skill with which 
those programs were carried out and the results they were securing in 
countries that we are trying to help, and also, the results they secured 
in forwarding the interests of the United States. 

I believe in the foreign aid program. And one of the reasons I 
believe in it is because it has been so effectively buttressed by our pri- 
vate voluntary agencies. There are one or two questions that I want 
to raise with you. 



Digitized by 



Google 



EXTENSION OF PUBLIC LAW 480, 83D CONGRESS 61 

First of all, with regard to the milk shortage which you referred to, 
it is my memory that in 1959, when a similar shortage was announced, 
that this set on a very severe repercussion all over the world where 
we were carrying on our school feeding program. Is there any reason 
to think that we can avoid such repercussions today if a similar short- 
age does become a reality, so far as our programs are concerned ? 

Mr. Devine. I would say that if the figures we now have are actual 
that may present some very serious repercussions. We are attempting 
as a voluntary agency as much as possible to hold the line and to work 
with our cooperating recipient governments so that this becomes less 
of a problem, but I am afraid that when the cutbacks are actual and 
this will, probably, be within the next 3 to 4 months, I think that 
there is going to be some very, very serious situations developing. # 

In this instance I would like to make reference to a situation in 
Ceylon over a year ago. As you know, the official program, AID, 
was curtailed in that country l>ecause of the confiscation of American 
properties by that Government. CARE has a very extensive school 
lunch program in Ceylon. At the request of the American Ambas- 
sador — particularly to Washington — we have been allowed to con- 
tinue that program and this is not a matter of hearsay, it is a matter 
of record at the State Department that the American Ambassador 
felt that if the school lunch program was stopped the repercussions 
would be tremendous and might very well cause a break in diplomatic 
relations. 

We have heard officially from other U.S. representatives abroad 
that you might conceivably reduce your AID program but to reduce 
your school lunch feeding, program, I think you have to remember 
enters into every home, of very child who goes to school, and is being 
fed through these programs. You curtail that program and you 
might very well damage the U.S. stature abroad. 

So it is something seriously to think about. 

Senator McGovern. I have often wondered if at sometime the 
committee ought to consider the possibility, or the Department ought 
to consider the possibility, of building up some kind of a reserve on 
nonfat milk so that these recurring shortages can be prevented. Is 
it not difficult to plan any kind of a successful school feeding pro- 
gram in any country unless you have some assurance that the supply 
will be reasonably continuous ? 

m Mr. Devine. It is very, very difficult. It is a very precarious situa- 
tion to be in. I would say that in relationship to skim-milk powder 
it is one commodity that is the river of nutrition that sweeps along 
with the wheat, the corn, the vegetables, the shortening oils that we 
make available. Without milk as a basic part of the program, par- 
ticularly in the schools and in institutional feeding, I do not believe 
we could make available to the media abroad with any degree of 
success the large quantities of wheat, corn, and oils that we presently 
make available. And of course ? to come up with what is, basically, 
a fact of life; that is, the providing of the nutritional requirement 
which, of course, is an animal protein in most of these protein deficient 
areas. 

Senator McGovern. Is it your understanding that the impending 
shortage of milk powder is the result of administrative rulings by 
tiie Department of Agriculture, or is there, in fact, a shortage of 
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nonfat dry milk in the country ? In other words, is there anything 
that the Secretary of Agriculture can do administratively to secure 
additional supplies of milk, or are we faced with a situation where 
we do not have the milk in the country for this purpose? 

Mr. Devine. Our best information indicates that milk production 
in the United States this year is about a little less by 2 percent than 
what it was last year, so that there really is not a problem of a short- 
age of milk as such, but there have been some serious droughts in 
Europe, particularly, and unfortunately, some of this milk powder, 
under the PIA, the payment in kind program has gone abroad be- 
cause of this to feed animals, to keep them going in Europe. We. 
maintain that this is an administrative situation ; that by the establish- 
ment of set-asides at the beginning of each fiscal year, and I think 
in this context you must remember that all voluntary agencies sub- 
mit their requests for fiscal year requirements before March 15 for 
the succeeding fiscal year, and there is ample time for the set-asides, 
and that the importance of this program with the availability of milk 
being what it is, would, to me, seem necessary for the Secretary of Ag- 
riculture to do just that, to set aside milk powder to meet the require- 
ments of these programs. We do not feel, very frankly, that it is 
a problem of a shortage of milk. Incidentally, we do not feel that 
it is, as it was in 1959, when we did have a drought. Our production 
is high now. I think the payment-in-kind programs — and at this 
point I do not want to argue sales, because the payment-in-kind pro- 
gram is a sales program — but what I would indicate is that a food 
commodity such as milk should be used to feed people and I do not 
think that sales for other uses is realistic — I do not think it is morally 
a responsible thing to do. And I would certainly recommend that in 
this connection set-asides be a part of the structure of Public Law 480. 
Senator McGovern. Senator Cooper, are there any questions? 
Senator Cooper. I would like to ask Mr. Devine a question. Do 
you have any estimate of the amount of powdered milk that would be 
needed? 

Mr. Devine. The total requirements for Public Law 480, title II 
and title III programs for this fiscal year would probably run in the 
area of about 850 million pounds. At the moment it seems as if less 
than 400 million pounds of powder would be made available under 
Public Law 480, titles II and III. 

Senator Cooper. What has been the average volume used by CARE 
and voluntary agencies ? 

Mr. Devine. Last year it was in the vicinity of about 650 million 
pounds. This, I think, is important to note. The reason for the in- 
crease has been additional country programs. At the moment, we 
are at the threshold of a school lunch feeding program in India, that 
is, CARE, that would be for the first time in the history of relation- 
ships with oversea governments, so far as our voluntary agency is 
concerned, even included in the Indian Government's 5-year plan and 
would attempt initially to feed 22 million children a day in school. 
At the moment we are feeding 7,500,000 children a day in India. And 
at the end of the 5-year period to provide enough commodities for 
what is anticipated school population at that time of some 53 million 
children a day in India. So there is a great potential for this kind 
of program. It is a program that we are interested in, in working out 
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with recipient governments so that we can get to the point of what is 
now the Japanese situation, in other words, the recipient government 
takes the program over, CARE leaves, and they then buy the com- 
modity, either on the commercial market or through title I. It is 
not a program that we are interested in doing forever. This is the 
success of a title III school lunch program. 

Senator Cooper. I noticed that you say in your statement, and I 
quote : 

We are seriously concerned over and above the humanitarian aspects of this 
program that we run a serious risk of damaging the U.S. image overseas. 

What do you mean by that ? 

Mr. Devine. Well, I would say that the reason for that statement 
is that if you do not have adequate milk supplies to feed the children 
in school, and you cut back, say, from 1,500,000 children to what may 
be 750,000 children, then this cutback is not going to be because of 
the recipient government's inability to cooperate in this program — 
it will be because the United States is no longer willing, to provide 
that commodity. This kind of problem will be manifested, I would 
say, in most countries throughout the Middle East and the Near East 
and southeast Asia, particularly, and to some extent in Latin America, 
although in the Latin American area we have been told by AID 
and USDA that this being of a high priority, they probably will 
receive as much commodity as we need for this area, but I would 
say in the other areas by cutting back on the number of children, 
because we do have in many areas women with children who are 
too young to go to school, standing outside of the gates of the 
school during the feeding program, hoping to get what is left over 
after the children are finished in schools. It gets that close to the 
situation. There are posters in the school indicating that this food 
is a gift from the people of the United States.. There are statements 
in the press that the U.S. Government and the U.S. people are proud 
of their cooperation in making this program available for the better- 
ment of education and health facilities of the country. 

So all of this tends, when it is reduced, to be a serious problem. 
And I think can adversely affect and probably will affect the U.S. 
image abroad. 

Senator Cooper. That is why I support this program. The prdb-' 
lem probably could not be avoided if the people expect that the 
program will be continued in the same scope. 

Is there anyone who is guaranteeing these people each year that a 
certain kind of program will be continued? Is this being done? I 
can understand that once a program is started that they think that 
it will be continued. But this statement seems to imply — maybe I am 
wrong— that there has been some kind of a commitment that it will 
be continued and that a failure to honor the commitment would be 
serious. I do not believe that is correct. 

Mr. Devine. I would say there is certainly not a guarantee made. 
We certainly make it very well known to the recipient government 
personnel, and also to cooperating agency personnel that this is a 
program because of this law. That it is on a year-to-year basis. 
But I think that we must keep in mind that Public Law 480 is now 
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in its 10th year and we have continued these programs in many 
countries for just that long. In other countries we have been able 
to phase out the program. But I am sure that you understand that 
people who have been receiving this help from this program for 10 
years tend to expect that it will continue so long as the need exists 
but there certainly is no guarantee in that respect. 
Senator Cooper. I have no doubt that they expect it and want it. 

We also would like to see it continue, I question the idea that in 
some way we should make some form of guarantee or commitment 
That is all I have to say . 

Senator McGovern. Mr. Devine, I have just one more question. 
There is a provision in the bill as reported out of the House Commit- 
tee on Agriculture that permits the use of a small amount of the cur- 
rencies that have accrued under title I sales to strengthen the hands of 
the voluntary agencies in carrying on some of the food programs. As 
I understand it, some of the funds could be used for tne purchase of 
simple implements and utensils and other things that might be used 
in these community self-help projects. Some of it, perhaps, could be 
used to purchase certain food additives that would increase the nutri- 
tional value of the food. 

Do I understand from your testimony that Care supports that 
provision in the bill ? 

Mr. Devine. We certainly support it wholeheartedly. We have 
been doing that in all of our countries that we have programs in, par- 
ticularly in school lunch and institutional programs, using donor 
moneys from the United States and Canada. We have received from 
excess property supplies some jeeps and other materials. We are 
convinced that any additional help along these lines will make not 
only a better program, that is, make for a better program^ but will 
also give that extra support to the program that will continue long 
after we are not making it available, that is, Public Law 480 commod- 
ities. In that respect I am talking about title II and title III. So 
we certainly do support that part of the bill. We think it is a step 
forward for institutional building, and in the final analysis would 
make the recipient governments more amenable ultimately to their 
taking oyer these programs, which is therefore our goal. 

Senator McGovern. This new section is an amendment offered by 
Congressman Matthews, of Florida. I have introduced a similar 
amendment in the Senate. 

Do you have any other questions, Senator Cooper? 

Senator Cooper. No. 

Senator McGovern. If there are no further questions, thank you 
very much. 

Mr. Devine. Thank you. 

Senator McGovern. Our next witness is Mr. Bernard A. Confer, 
executive secretary of Lutheran World Belief, Inc. 

We will be glad to hear from you now. 
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STATEMENT OF BERNARD A. CONFER, EXECUTIVE SECRETARY, 
LUTHERAN WORLD RELIEF, NEW YORK, N.Y. 

Mr. Confer. Mr. Chairman and gentlemen of the committee, my 
name is Bernard A. Confer. My office is in New York City. 

May I depart for a moment from my prepared statement to say 
that it is a particular pleasure to speak in this forum, since it is this 
afternoon presided over by a man who has been a friend of the volun- 
tary agencies for many years. And I say this without any detrimen- 
tal implications to any other Senator. 

I am the executive secretary of Lutheran World Relief ? a corpora- 
tion which gathers and distributes material relief supplies overseas 
and engages in other projects of social service and economic devel- 
opment. 

Lutheran World Relief is supported by the American Lutheran 
Church and the Lutheran Church in America through the National 
Lutheran Council, and by the Lutheran Church-Missouri Synod and 
other Lutheran croups in this country. 

The combinea membership of these church bodies in the United 
States is in excess of 81/4 million persons. Since its organization in 
1945 Lutheran World Relief has shipped abroad to 41 countries com- 
modities valued at more than $158 million, about 53 percent of which 
has been donated by the U.S. Government. 

My presence here today on behalf of my colleagues in Lutheran 
World Relief is prompted by the concerns of our board of directors 
with regard to information that new legislation is under consideration 
with respect to the scope of and procedures for the distribution of 
U.S. surplus commodities under Public Law 480. 

Such a step seems to us to call for thoughtful study, looking at the 
entire matter in long-range perspective. Since this hearing may be 
considered a contribution toward such a study, we respectnilly sub- 
mit our point of view and concerns, which are based upon nearly 20 
years of experience in this field. Our board of directors has gone on 
record identifying itself with the concerns which I present here today. 

Since the time opportunity was afforded in 1950 to expand its dis- 
tribution of food through the use of sizable amounts of Government 
-surplus commodities, involving in most cases reimbursements by Gov- 
ernment of oversea freight costs, Lutheran World Relief has partici- 
pated with appreciation in the development of broader programing 
overseas. 

From the start and continuing today it has welcomed the decision 
of Government to make available surplus foods to bring relief to 
needy people abroad. 

Lutheran World Relief and the National Lutheran Council have 
on a number of occasions taken official action to commend the Govern- 
ment for its policy directed to sharing with those who are in want. 
We support wholeheartedly efforts within the Congress to extend and 
intensify the food-for-jpeace program on a nonpolitical basis. 

Five years ago at a similar hearing our representative, Dr. Paul C. 
Empie, voiced some reservations of Lutheran World Relief about the 
trend which seems to be developing in the course of this operation, 
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especially with regard to its implications for the role of voluntary 
agencies in their relationships to Government. We made it plain at 
that time, and wish to reiterate now, that we of Lutheran World Relief 
share with fellow Americans to the fullest extent a deep sympathy for 
the world's needy and the desire to help them. 

In emergency situations where human lives have been at stake, 
Lutheran World Relief has opened up its channels for the shipment 
of supplies from sources other than its own constituencies when its 
services have been needed. In such circumstances it has permitted 
the primary concern for saving lives to override its uneasiness over 
possible long-range effects of such involvements. This is its posi- 
tion today. 

In the course of the present study it is of central importance to 
underscore the fact that by and large the problems which confront us 
currently are not those of emergency situations but rather of long- 
range endemic need. Most persons now receiving Government sur- 
plus foods are not starving to death. Such commodities either sup- 
plement their subsistence rations, to help build up bodily vitality^ and 
health over longer periods of time, or are used m self-help projects. 
This type of assistance in areas of chronic need has been going on 
for a long time and will continue for many years to come. 

Voluntary agencies, and especially those of a religious character, 
recognize their obligations in situations of endemic need and are at- 
tempting to persuade their constituencies that they have as much a 
responsibility to help prevent suffering as they have to alleviate it 
after it has appeared. But in long-range perspective it seems to us 
that a satisfactory answer has not oeen given to the question: Is it 
best or even wise to increase the scope of involvement of voluntary 
agencies in the use of Government resources for serving areas of en- 
demic need ? 

We believe that it is especially urgent that concentrated attention 
be focused upon this issue since, as evidenced by S. 2925, there is desire 
by some to write into this new legislation a provision whereby U.S. 
Government-owned foreign currencies can be used for the benefit of 
programs abroad by U.S. voluntary agencies. Such a provision would 
have the effect of removing what we believe to be the healthy current 
limitation which exists by virtue of the necessity for voluntary agen- 
cies to draw upon their own resources for the cash requirements of 
extending distribution programs overseas. We believe that this is a 
"healthy" limitation for the following reasons : 

1. It is a temptation to any agency in its zeal for its goals to over- 
reach itself and to undertake more than it can administer effectively. 
The use of "soft currencies" contributed by Government would en- 
able voluntary agencies to mushroom their programs out of propor- 
tion to their own resources and perhaps beyond the point of manage- 
ability. 

Our experience has convinced us that the unique value of voluntary 
agencies resides in, and their reputation for integrity depends upon, 
involvement of an adequate number of competent persons truly rep- 
resenting their constituencies, to witness by their presence and their 
responsible actions that spirit of constructive brotherhood which the 
organizations desire to demonstrate. To have available cash and 
commodities for large-scale programs in which this balance is upset 



Digitized by 



Google 



EXTENSION OF PUBLIC LAW 480, 8 3D CONGRESS 67 

not only can be harmful to the agencies themselves, but can result 
in a higher percentage of wastage in the use of the commodities. 

Some years ago Lutheran World Eelief was the first agency to raise 
serious questions about one of the major areas overseas where volun- 
tary agencies were distributing Government surplus commodities 
and to request a Government audit to ascertain whether or not these 
apprehensions were based in fact. We are under the impression that 
this and similar audits in other areas confirmed our fears all too well. 
This committee might find an examination of them useful in the 
course of its study. 

Senator McGovern. Could we interrupt you there just for a few 
minutes ? We are going to have to go to a roll call. We will resume 
as soon as we get back. 

Mr. Confer. I understand. 

(Brief recess.) 

Senator McGovern. All right, Mr. Confer, will you resume ? 

I want to warn you there will be another rollcall here shortly on 
final passage. We are perfectly willing to listen to your whole state- 
ment, but if you want to give the highlights of it and insert the entire 
statement in the record, we might be able to get it in before the bell 
rings. 

Mr. Confer. I will be glad to do that, Mr. Chairman. 

Senator McGovern. If you prefer to read it all, that is fine. We 
will come back again and take whatever time is necessary. 

Mr. Confer. If you will just put this in the record. 

(The balance of the prepared statement of Mr. Confer follows:) 

2. We further believe that it is a wise limitation because it protects the 
"voluntary" character of the agencies, particularly those of a religious nature. 
Some of them may retort that this is a protection they neither need nor want ! 
We cast no aspersions on their integrity ; we simply assert that, when dealing 
with religious agencies, Government policy should take into account the fact 
that their overriding religious motivations and objectives encompass their 
"humanitarian" activities, and therefore such policy should not faciUtate a 
■mushrooming of situations in which the actual though not deliberate result of 
the distribution of relief commodities provided by the U.S. taxpayers is to build 
up the prestige and frequently to further the evangelistic efforts Of religious 
groups. 

It must be conceded that to some extent this effect is inevitable. When Luth- 
eran World Relief distributes commodities in an area where Lutheran missions 
are at work it is both natural and unavoidable that grateful people will be 
influenced thereby when Lutheran mission personnel confront them with the 
gospel of Jesus Christ. To be scrupulously honest, we have made strong efforts 
to publicize locally the source of Government commodities and to publish in 
open reports the amounts received from this source, for all to see. We had 
felt that Lutheran World Relief was not compromising its character as a 
religious agency as long as, in good faith, it could incorporate Government com- 
modities, made available without political or other strings attached, in what 
would continue to be its own program. But when the proportion of receipts 
from Government sources exceeded 50 percent of the total, Lutheran World 
Relief began to question whether or not it could continue to claim the program 
as its own. One can't be sure just where to draw the line but there ought to 
be a border zone defined somewhere. Perhaps the character of religious and 
other voluntary agencies could best be protected if some kind of matching basis 
were established such as that which obtains with respect to grants and loans 
to denominational colleges and universities. 

3. This limitation also seems healthy because it helps to underscore the neces- 
sity that voluntary agencies — and especially religious agencies — be neither in 
fact, nor in the estimate of the public, instruments of Government. At the hear- 
ing referred to above it was stated by a member of the committee that a motive 
for distributing Government surplus commodities through voluntary agencies 
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was to save money for the taxpayers since the agencies could do the job more 
cheaply. It was further indicated, without being in these precise words, that 
Government could (1) capitalize on the good will which voluntary agencies have 
abroad, (2) fulfill more effectively thereby its world peace objectives through 
the people-to-people concept, and (3) achieve its purposes in this manner with- 
out the necessity of dealing officially with governments or organizations in the 
area concerned. In such matters, what may be good for Government may not 
be good for the agencies. We are convinced that the ever-closer identification 
of voluntary agencies with Government, which would seem to be the automatic 
outcome of deepening the involvement of voluntary agencies with Government 
by the use of U.S.-owned foreign currencies, may work eventual loss for both 
parties. 

Agencies in the programs of which the proportion of distributed goods from 
Government sources is already high are especially vulnerable. The committee 
might find it useful to take a closer look at this particular point. We have not 
been able to secure complete statistics but have reason to believe that the 53- 
percent figure for Luthern World Relief, cited above, is among the lower ones. 
We are under the impression that there are some among the smaller agencies 
which, without Government commodities or contracts, virtually would be out of 
business. A rejoinder might well be made that this is their affair, not ours, 
let it seems obvious that such organizations cannot but be regarded as thinly 
veiled instruments of Government; when anti-U.S. feelings erupt in various 
parts of the world all U.S. voluntary agencies get tarred with the same stick. 
This is neither in the interests of the U.S. Government nor in the interests of 
the agencies themselves. It ought to be unmistakably clear that no voluntary 
agency is an instrument of Government and the criteria according to which this 
statement can be affirmed should be known. The great virtue of voluntary 
agencies has been the confidence they have engendered because their resources 
result from the spontaneous generosity and sacrificial giving of individuals in 
their constituencies. Our country has been tremendously blessed by this tradi- 
tion, and a thoughtful Government will take all possible measures to preserve it 

Permit me to state again that I am raising the issues of means, not ends. 
Lutheran World Relief yields to no agency in its concern for the ends in view ; 
namely, to alleviate human suffering and to help those in need to help them- 
selves. In the hearing of 5 years ago, mentioned above, a colleague from an- 
other agency whispered to our representative at the conclusion of his testimony, 
"If you Lutherans have scruples about accepting large quantities of commodities 
from Government, you don't have to take them ; but why do you want to prevent 
the rest of us from receiving them when we see no compromise of our principles 
by doing so?" We know that not all agree with our position and that we will 
be regarded by some as a "dog-in-the-manger" in stating it But the matter is 
not that simple, especially where religious agencies are involved. To have each 
go his own way and undermine equitable relationships of Government with all 
agencies would inevitably intensify sectarian tensions. A glance at the propor- 
tions government resources bear to the total programs of some of the larger 
voluntary agencies as reported by them to the Advisory Committee on Voluntary 
Foreign Aid is illuminating in this connection : 

Calendar year 1962 



Agency 


Agency 
cash ex- 
penditure 


U.S. Gov- 
ernment 

ocean 
freight re- 
imburse- 
ments 


U.S. Gov- 
ernment 
surplus com- 
modities 


Other 

relief 

supplies 


Gov- 
ernment 
resources 
(percent) 


American Jewish Joint Distribution 
Committee 


$28,797,200 

5,097,546 

5,616,462 

9,756,656 

807,250 


$358,124 

27,506,156 
6, 450, 189 

12,129,164 
1,542,410 


$1,406,159 

103,905,884 

22,971,673 

42,160,794 

4,215,532 




5.8 

82.0 
71.0 
84.0 
47.0 


Catholic Relief Services— National 
Catholic Welfare Conference 


$22,974,202 

6,423,429 

672,413 

5,741,758 


Church World Service 


CARE 


Lutheran World Relief 
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These five agencies shipped 98.15 percent of government surplus foods received 
by all voluntary agencies in 1962. The breakdown is as follows : 

Percent 

American Jewish Joint Distribution Committee 0.79 

Catholic Belief Services— National Catholic Welfare Conference 58.40 

Church World Service 12.91 

CARE 23.69 

Lutheran World Belief 2.36 

From the stateside viewpoint, we do not suggest that the "equitable relation- 
ships of government" mentioned above require that grants to all agencies be 
cut back according to a 'least common denominator" of concern and activity 
for the needy overseas. But this viewpoint by itself cannot be the basis for 
Government policy. The facts of life are that at the local level overseas no U.S. 
agency is able to exert more than partial control over what transpires in the 
process of distribution. Some time ago Lutheran World Relief declared its inten- 
tion of terminating its support of a large family-feeding operation in a certain 
area overseas because of widespread abuses and violations of LWB as well as 
Government regulations for the distribution of surplus commodities. 

Some of our group who opposed this withdrawal were quick to point out that 
it would place Lutheran missions in that area at a great disadvantage. It was 
said that competitors could and would indicate that stoppage of relief distri- 
bution there by LWB proved that Lutherans were not really concerned about the 
suffering of others, while they (the competitors) demonstrated by their deeds 
how much more love they had for their fellowmen than certain other people. 
Nevertheless, we terminated our support of the project, while other agencies 
continued. 

Enlarging the scope of voluntary agency involvement by making available 
to them U.S.-owned foreign currencies, or goods and services purchased with 
these currencies, would certainly aggravate this problem. One can put a label 
with the words "Gift of the American people" on food packages but such a 
label can hardly be pinned to the forehead of employees or be made prominent 
in the variety of uses in the distribution of commodities or in other projects 
toward which the funds would be applied. The prestige (value to a religious 
agency of a large-scale relief program is enormous ; it is naive not to recognize 
this or to suggest that it is a negligible or a trivial factor, or so indidental as 
to be not worthy of consideration. 

Nevertheless, in emergency situations where it is clear that government use 
of the channels of voluntary agencies for relief is an urgent requirement, 
we would waive this particular concern. At this hearing, however, we raise 
the question whether or not in fact another and a better way for making its 
surplus commodities available overseas in situations of endemic need, may be 
used by the U.S. Government. We believe that in the long run, responsibility 
for meeting the needs of its undernourished and ill-housed citizens rests pri- 
marily with each government, and that the United States should make every 
effort to assist governments in developing responsible procedures to cope with 
problems of endemic need. 

The underlying assumption upon which the promotion of a wider role for 
voluntary agencies in this matter is based is that in most if not all of the 
lands concerned the governments are incapable of organizing effective relief 
distribution programs, or that graft and corruption are so deeply ingrained 
in their national life that our Government could not be assured that the com- 
modities would reach the persons who really need them. This allegation, which 
has been made frequently in our presence, Lutheran World Belief rejects as a 
generalization which is insulting to the peoples concerned, harmful to U.S. 
relations with their countries, not in the best interests of either donor or recip- 
ient land, and dangerously misleading as a guide to future policy. Of course 
there is a certain amount of graft and corruption everywhere, including our 
own beloved country; there is also a degree of it in the programs of the 
voluntary agencies, though quite contrary to their wishes and beyond their, 
control. Competent and responsible administrative procedures in this field 
are developed only in the course of experience, for which most receiving 
countries have had little if any opportunity in the past We believe that the 
U.S. Government, which organized the brilliantly successful Peace Corps, 
would do well to engage here in long-range planning, making available to the 
governments concerned experts in social welfare who will help them to estab- 
lish pilot projects for relief distribution and self-help projects. Such govern- 



Digitized by 



Google 



70 EXTENSION OF PUBLIC LAW 480, 83D CONGRESS 

ments will then he better prepared to foster the development of indigenous 
voluntary agencies which can carry on the work effectively and responsibly in 
the future. Toward this end Lutheran World Relief and Church World Service 
cooperated with the Red Cross of Yugoslavia in a school-feeding pilot project 
and has recently brought it to a successful conclusion. 

Other governments are not stupid. They are aware of the allegations men- 
tioned above and surely resent any step which our Government may seem to 
take in support of these charges. Furthermore, in some quarters at least there 
are questions raised about possible ulterior motives possessed by a country of 
a predominantly Christian tradition which chooses to use religious agencies 
in assisting lands where competing religious ideologies prevail. 

Without criticizing anyone for the record of the past and, Indeed, applaud- 
ing both Government and the agencies for what has been accomplished in part- 
nership, Lutheran World Relief steadfastly holds to the point of view that the 
trend toward increased identification of Government with the voluntary agency 
programs should be halted in the interest of bringing back into sharp focus 
the now blurred line of distinction between the respective roles of private and 
public agencies, and strengthening each in the process. 

Mr. Chairman, to make it quite clear that this statement is intended to be 
constructive, not negative, permit me to summarize our position In the follow- 
ing three points : 

1. Lutheran World Relief joins wholeheartedly with its colleagues in the 
American Council of Voluntary Agencies for Foreign Service in expressing 
appreciation to the American people through their Senators and Representatives 
of the Congress "for the opportunity to share with their Government in the 
utilization of these valued foods in their program of assistance overseas through 
the food-for-peace program." Countless lives in many lands have been blessed 
thereby and the net results have been positive. 

2. Lutheran World Relief, while recognizing certain inevitable ambiguities 
inherent in use of Government commodities by voluntary agencies, is ready to 
continue such use on the present basis, as long as it does not result in an 
unbalanced program, but rather supplements one which can honestly be termed 
its own as over against one in which it actually would be serving as an instru- 
ment of Government. It believes that the latter characterization would become 
virtually unavoidable should substantially more than half of its relief supplies 
come from Government sources. It would be even more vulnerable should 
Government funds, not easily identifiable, serve to make its outreach through 
food distribution and special projects even more dependent on Government 
resources and thus identify it more closely with Government and its policies. 

3. Lutheran World Relief holds the strong conviction that the United States 
should intensify its food-for-peace program on a nonpolitical basis ; that Govern- 
ment should institute plans whereby recipient countries may be assisted in 
developing indigenous welfare agencies, public and private, which can effec- 
tively utilize local as well as U.S. gifts to meet emergency and endemic needs ; 
and that U.S. voluntary agencies should continue to supplement such efforts 
by undertaking small-scale pilot projects where these are needed and desired, 
financing such projects in proper proportion with gifts from their respective 
constituencies. 

Thank you. 

Mr. Confer. May I say in my own words, just to hit the highlights, 
we in Lutheran World Relief see a developing situation here that 
started after World War II with Government resources being made 
available in the form of ocean freight, then in 1950 surplus foods, 
and a little later more surplus foods more liberally. Gradually we 
see the proportion of support to vountary agencies coming more and 
more from Government and less and less from voluntary sources. 
We question whether this is wise. 

On page 7 of my testimony I have a table which would show that 
two of the largest agencies in the field back in 1962 already received 
82 and 84 percent of their resources from Government, and I would 
think that since programs are continuing to expand, that this would 
be higher today than it was then. Though we are in principle right 
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along with you on making the food available, we wonder how far 
you can cafely take voluntary agencies in this relationship. 

When does an agency become an instrument of Government? 

In the eyes of oversea people, if you get up to 90, 95, 99 percent 
where do you draw the line ? 

For ourselves, within our own group, we are hesitant at the moment 
we hit 50 percent. You see, we have no case for any particular figure 
and are not advancing this as a criterion. But when do oversea people 
have a right to consider a voluntary agency as an instrument of 
government ? 

And then, if we more and more become dependent on Government 
resources for the program, in essence and in actuality how independent 
are we? 

We say that we are going to be independent, and yet if this continues 
over the long pull, we wonder whether voluntary agencies will be able j 

to keep their independence really or whether they will be subjected to 
the political objectives of government. 

Senator McGovern. In that connection, Mr. Confer, as I understand 
it, what you have suggested as a working rule is that not over 50 
percent of the resources be from Government. 

Mr. Confer. This is for ourselves, yes. We do not know where to 
draw the line really. But when we see it going into the eighties and 
nineties we really have serious question and lay the question before you. 
Is it wise to increase this by making additional resources available? 

Senator McGovern. Would that same concern apply to a non- 
religious group such as CARE, for example, or are you concerned 
primarily about the church-state relationship ? 

Mr. Confer. We are concerned first of all with voluntary agencies, 
and the preservation of voluntary agencies, which some of us think is 
pretty valuable on the American scene, and it becomes valuable abroad 
too. But it has the extra impact at the point of the church agency. 
There we especially have a concern, mainly because overseas, lets' face 
it, in their evangelistic programs the churches have not been able to 
come to an agreement. Although we may not be in competition here^ 
I have seen it develop over there. This is referred to in my basic 
testimony, and this does mean that a pull is made on each of the 
church-agency headquraters at home by oversea Christian groups. So 
it has special force there, as you rightly suggest. But I say that 
voluntariness in itself has unique values on a people-to-people basis. 
It really expresses what the man in the street feels. I wonder, the more 
Government subsidy we put on, whether this will not just complicate 
the problem and make less valuable in the long run the service of 
voluntary agencies. 

Senator McGovern. One of the concerns you expressed, Mr. Confer, 
in your testimony, was the feeling that if the agencies expand their 
operations too far, they will not be able to do an effective adminis- 
trative job. Is it not possible that under the provision in the House bill 
which I have introduced separately over here on the Senate side, where 
we provide some funds, some of the title I funds, that we might actually 
be doing just the opposite? We might be strengthening the adminis- 
trative efficiency of the program ? 

Mr. Confer. It is possible, and I know that those men in the admin- 
istration who want this passed intend to try to do just that. But I 
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would point to the record of the last 10 years, and wonder how effective 
this is going to be. It may be that it would be effective. 

For example, I have been told by the administration representatives 
that they pfan not to make funds available, but to use the funds to 
acquire equipment or other commodities or services, and make those 
equipment^ commodities, and services available. I can see this would 
make for tighter administration. 

However, the legislation proposed is rather broad at this point, and 
does not even limit it to commodity programs. 

Senator McGovoern. It does provide, however, that the major pur- 
pose of that provision is designed to alleviate the cause of the neea for 
such assistance. In other words, the presumption is that the adminis- 
trators would carry this out in such a way as to get at some of the root 
causes that make direct feeding programs necessary. If properly 
executed, this could be a device, could it not, for getting us out of 
some of the present long-term feeding programs with which we are 
involved? 

Mr. Confer. Yes, it could be. It could be the device. 

Please note that I do not question the end here. I think it is a 
good end. 

Senator McGovern. I think vou have a legitimate concern here and 
I think it is something that the committee ought to very seriously 
consider as we look to the continuance of this program. 

Mr. Confer. Then let me summarize. We in Lutheran World 
Relief are for the extension of this law. We feel that the 
food- for-peace program has literally made it possible to reach millions 
of people, needy people, more than would otherwise have been the 
case. Millions of people's lives have been truly blessed, we think. 

Secondly, we would call upon Government to halt this trend of in- 
creased identification of Government with voluntary agencies^ and 
bring back into sharp focus the lines of distinction between private 
and public agencies, so that each may be strengthened in the process. 

Thank you, Mr. Chairman. 

Senator McGovern. Thank you ever so much for your testimony, 
Mr. Confer. 

What I said to Mr. Devine, I would like to say to you. I think that 
Lutheran World Relief has done a remarkably good job in the way it 
has handled its programs all over the world. 

Mr. Confer. Thank you. 

Senator McGovern. I have also had a chance to look at some of them 
firsthand. 

Mr. Confer. I am glad. 

Senator McGovern. And the organization has done a remarkably 
effective job. 

Mr. Confer. Thank you, Mr. McGovern. 

Senator McGovern. Dr. McLain, chancellor of the American Uni- 
versity in Cairo. 
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STATEMENT OF DB. RAYMOND F. McLAIN, CHANCELLOR, THE 
AMEBICAN UNIVEBSITT IN CAIBO 

Mr. McLain. May I ask Dr. Barco to join me? 

Senator MoGovern. Yes. You can proceed any way you wish, j 

paraphrase your statement, read it, or however you wish to proceed. ' 

Mr. McLain. Ours is a very short statement, Mr. Senator. I think ; 

I could read it more raj>idly than paraphrasing it. \ 

Mr. Barco is the chairman of our board of trustees, Mr. McGovern, • , 

and has been with the delegation to the United Nations for, a long * > 

time, with particular reference to the interest and responsibilities ot 1 

the Middle East, and I am Mr. McLain. I was for eight and a half 
years president of the university, living in Cairo, now its chancellor, ( 

living here. ^ 

We speak for the present president, Dr. Thomas Bartlett, as well ! 

as for the rest of our board in this statement, sir. J 

While the specific concern of the university is best expressed in 1 

section "u" of the proposed House bill (H.R. 12298) , a copy of which j 

is attached— you are aware, I am sure, of this, the statement which ( ! 

has to do with the excess of foreign currencies piled up in the U.S. 
account in a few of these countries where that exists. While that is *| 

our primary concern at this moment, the broader concern of the uni- .( 

versity arises from the desire that public funds, such as accumulated 
in the excess currencies in the U.S. uses account in Cairo, be both con- 
served and utilized in the public good. An educational enterprise, 
being permanently rooted in the foreign country, makes the funds go 
a long way, relatively speaking. 

Further, our particular proposal, to be brought before the Presi- 
dent's Committee if this legislation passes, would both conserve and ■ 
utilize such currencies. The money would not be spent, but be invested 
in enterprises advantageous to Egypt as well as to America and the J 
university. The income from the funds, when invested, would be 
utilized iov the current support of the university. 

The university serves the public good, both in Egypt and America. 
Aside from its central and direct educational program the university 
is a nonpolitical instrument serving, in the finest sense, the political 
purposes of the United States. We do this indirectly, as an American 
presence located in the very center of Cairo, bringing the best of the 
Ajnerican cultural, scientific, economic, and political traditions to 
bear on Egypt's major current problems of development. 

The fact that the U.S. Embassy in Cairo, which knows the institu- 
tion intimately, supports this major interest of the university in all 
respects speaks for its acceptability. The fact that both the Bureau of 
Educational and Cultural Affairs of the State Department, and the 
Administration for International Development have been interested 
in and support the university's effort authenticates it as meeting 
American standards and objectives. 

Sir, I neglected to put it, and it should be inserted at this point, 
the fact that our university has been receiving support through Public 
Law 480 funds, beginning in 1959 and through the present AID 
funds, and beginning in 1959 the ICA as predecessor to AID. 
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We are interested in the revision of Public Law 480 generally 
because it will extend the ways in which American helpfulness can 
be made available; more definitely, because it will open the way for 
direct assistance to our university in getting our job accomplished 
in the best possible manner. 

If the proposal contained in section "u" becomes law, or a proposal 
similar to it, I am not speaking just of its wording but the idea, our 
university will request the President, through the Committee, to place 
$30 million in Egyptian pounds of the $101 million in pounds now 
in the U.S. uses account, in an Egyptian pound investment fund, to 
be handled by an American corporation separate from and vet related 
to the university's board of trustees. The corporation will have the 
duty to invest these Egyptian pounds and will turn the income over 
to the university for its current support. 

It will report to the U.S. Government as to its handling of the 
funds; the university will report as to its use of the income from 
the investment. If for any reason the university should cease to 
operate as an American institution, the funds would revert to the 
U.S. Treasury. 

The American University in Cairo was incorporated in Washington, 
D.C., in 1919 as a private, nonsectarian institution, with a self-per- 
petuating board of American trustees. Its academic efforts are in 
direct teaching in its undergraduate faculty, with six majors leading 
to the bachelor of arts and bachelor of science degrees, and to teach- 
ing and research in its master of arts program, leading to the six 
M.A. and M.S. degrees. It is beginning a Ph. D. program in Arabic 
studies. The social science research center conducts widespread 
research in economics, anthropology, sociology, and political science. 
Its center for Arabic studies conducts research in modern Arabic 
literature^ in Islamics, and in other aspects of the humanities. 

The university is placing particular emphasis upon developmental 
economics, upon busmess organization and management, and in teach- 
ing of English as a foreign language. It enjoys the fullest coopera- 
tion with the Egyptian Government ; in fact, it remains as the only free 
foreign institution of learning operating in Egypt. 

It is enrolling close to a thousand students in its credit and language 
studies, and some 750 adults in a broad and flexible evening studies 
program. (If a current effort to purchase an adjacent school prop- 
erty succeeds, the university will immediately double its present capac- 
ity. It has done and continues to do a great deal of creatitve "ground 
breaking" in the educational enterprise. It stresses quality in all 
phases of its work. It finds countless ways to serve Egypt in addition 
to its formal studies. 

For instance, its library is one of the finest in its content and opera- 
tion, and is made available to many Egyptian teachers and leaders out- 
side the university personnel; many of its staff serve on significant 
Government committees and councils such as (at present) the Eco- 
nomic Planning Board and the Family Planning Council ; its halls are 
frequently used for cultural presentations from the United States, 
West Germany, Austria, Greece, and the like. 

In brief, it is a small but splendid institution of which Americans 
can be proud. In the judgment of its officers and board, an American 
investment in it is an investment well placed. Such an investment 



Digitized by 



Google 



EXTENSION OF PUBLIC LAW 480, 8 3D CONGRESS 75 

would enable the university still further to bring American ways of 
thinking, doing things, and living to the inescapable attention of the 
millions of people of the Middle East. 

If Mr. Barco and I can answer any questions, we should be only 
too pleased to do so. 

We thank you very much for this opportunity to speak for this 
particular amendment which would broaden the base of the use of 
the excess currencies that are now in existence. 

(Attachment to statement follows:) 

H.R. 12298 
Section u 

" (u) To use foreign currencies which are in excess of the normal requirements 
of the United States as determined by the Secretary of the Treasury, to promote 
the development of the resources of less developed friendly foreign countries, 
their technical knowledge and skiUs in fields such as food production and dis- 
tribution, education, health and medicine, and engineering, in a manner which 
will secure to the United States the maximum benefit from currencies ac- 
cruing under this title: Provided however, That no such use shall be made of 
such currencies which would have the effect of reducing the dollar reinibure- 
ment to the Commodity Credit Corporation for foreign currencies. There is 
hereby established an advisory committee composed of the Secretary of Agricul- 
ture, the Director of the Bureau of the Budget, the Administrator of the Agency 
for International Development, the chairman and the ranking minority member 
of the House Committee on Agriculture, and the chairman and the ranking 
minority member of the Senate Committee on Agriculture and Forestry. The 
functions of such committee shall be to review from time to time the status of 
foreign currencies which accrue under this title and to make recommendations 
to the President with regard to (1) the use of excess currencies under the 
authority conferred upon him by this subsection and (2) grants under subsection 
(e) hereof." 

Senator McGovern. Thank you, Dr. McLain. I think your pro- 
posal is a most interesting and constructive one and I know that the 
members of the committee will want to study it carefully. 

I wonder if you could just describe some of the possible purposes that 
the funds might be used for, the kinds of projects that might be 
undertaken. Would this be to support the general program of the 
university, or would there be programs especially related to the needs 
of the people of Egypt, or can you give us some idea how it might be 
administered? 

Mr. McLain. The fund itself, if we are talking about the purpose 
of the grant, would be strictly for investment purposes. The income 
from it would be for the general operation of the university. 

Now, in the investment of the Egyptian pounds for this purpose, 
they have to be invested in Egypt. We think nonetheless that a good 
deal of the investment could be in the type of American-Egyptian busi- 
ness enterprise that is developing once more in Egypt since their diffi- 
culties of 1956. 

Pfizer, for instance, is building, has built a plant in the outskirts of 
Cairo. Eeynolds Metal is to build a building and a plant, I think, up 
near the Aswan Dam. Many of the oil companies, many other Ameri- 
can companies are there and are moving into Egypt, and investment 
in these kinds of businesses would open certain opportunities not only 
for us to make a percentage from the investment, but to mold together 
in some respect American and Egyptian business interests. Much of 
the investment would probably lie in Egyptian Government bonds. 
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A good deal of it might be in housing that we in turn would use for our 
own staff, particularly the more itinerant staff. 

Senator McGovern. Would you envision using some of the funds 
for plant expansion at the university and student support? 

Mr. McLain. No. We would use the income from the funds for 
student support. 

Senator McGovern. Yes, for those purposes. 

Mr. McLain. And for the operational expenses at the university. 

Senator McGovern. Presumably the income from the funds could 
be used in the same way you would use other endowment funds? 

Mr. McLain. Yes, exactly so. 

As of now we are receiving through both AID and Public Law 480 
approximately $1 million per year of assistance applied to various as- 
pects of our general current operating program. The income from 
this fund would take the place of this annual aid, you see, in the sup- 
port of the university program. 

One reason we are interested in a more continuing thing, and reliably 
from our point of view, is that it is very difficult to plan a university 
development program and employ staff and so on when one never 
knows quite for sure if and when a grant is going to be made. 

Senator McGovern. I know a number of us have been concerned 
about how we can put these idle currencies to work, and this would 
seem to be a very constructive and interesting way to do it. 

I had the opportunity on two different occasions to visit American 
University in Cairo, and I know what a great role it plays in the 
Middle East. I think the proposal ought to be very carefully con- 
sidered. 

Senator Cooper, do you have any questions ? 

Senator Cooper. Yes. I am glad I got in at the end of Dr. Mc- 
Lain's testimony. 

Let me say I have known Dr. McLain for a long period of time, 
since the time he was president of Pennsylvania College, the oldest 
college west of the Allegheny Mountains. We are very proud of the 
work he has done. 

I agree with you that the committee should give very thoughtful 
and serious consideration to this proposal. Dr. McLain has pointed 
out that this university now has a thousand students. 

Mr. McLain. Roughly so, yes. 

Senator Cooper. About 750 adults who are studying in the evening 
program? 

Mr. McLain. Yes, sir. 

Senator Cooper. What percentage of these students are citizens of 
the United Arab Republic? 

Mr. McLain. The last time I made a count, Mr. Senator, about 60 
percent were of the United Arab Republic, and an additional 20 were 
irom the other Arab countries and African countries. The remaining 
20 are mostly the children of embassy personnel from all over the 
world really, about 30 to 35 nations are usually represented in the 
student body. 

Senator Cooper. Does the enrollment remain at a steady and con- 
stant level or does it fluctuate? 

Mr. McLain. No, it is going up continually, and if we do secure 
this adjacent property that I mentioned in this statement, we could 
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almost double the enrollment overnight, because we have consistently 
turned down more students than we have been able to accept, and this 
would greatly augment our capacity. It would take us several years 
in our credit program to grow to the point of full utilization of the 
additional property. In our adult program we could do it instantly, 
because we will accept 750 adults and 4,000 or 5,000 will perhaps be 
applying. 

So we could, with additional capacity, instantly double our adult 
enrollment. 

Senator Cooper. What is the size of your faculty ? 

Mr. McLain. It is a little hard to — the teaching faculty, sir, would 
be 55 to 60. The research staff, some of whom would do a little teach- 
ing, most of whom are purely involved in research, would vary from 
as few as 8 to as many as 15 or 20, depending on the different projects 
we were undertaking. 

For instance, we have just completed a 3-year research project in 
Aswan, having to do with the relocation of the Nubian peoples when 
its new dam is built. Well, anywhere from 5 to 20 people have been 
involved in that research project at different times. 

Senator Cooper. Are any members of the faculty citizens of the 
United Arab Republic or the Arab countries? 

Mr. McLain. Yes. I would say approximately half of our teach- 
ing faculty and two-thirds of our research staff are Americans, and 
the other half are mostly Egyptian, although always there are four or 
five other Arab countries that are represented on the faculty, and a 
number of European countries as well. Right now we have two 
Dutchmen who are Communists, one or two British people, chiefly in 
our Arabic studies area, a Scandinavian. We will have ordinarily 10 
to a dozen nationalities on the staff. But the great majority are either 
American or Egyptian, and almost all of the Middle East staff have 
American graduate degrees. 

Senator Cooper. I think it would be a good idea, Mr. Chairman, if 
he has not already done so, that Dr. McLain file with the committee 
the names of the board of trustees and their residence. 

Mr. McLain. I would be glad to do that. 

Senator Cooper. If this could be done, then, the control and invest- 
ment of funds would be within the competence of the university board 
of trustees. Is that correct ? 

Mr. McLain. Our thought, Mr. Chairman, was to create a separate 
corporation, most of the members of which, however, would be mem- 
bers of our board of trustees, but part of the reason for the separate- 
ness is to safeguard the funds in case, as can always happen in a for- 
eign country, something were to happen to the university. It would 
not be happening to the funds, in other words. 

Senator McGtovern. Will you please submit that information for 
the record? 

Mr. McLain. Yes, I will be glad to and any other details that you 
think would be helpful. 

Our board, as indicated here, are all Americans. It is not required 
by our university's constitution, but for practical reasons, in the last 
decade particularly, this has proved to be a very helpful thing. We 
may ultimately add additional persons of Egyptian nationality to the 
board, but at the moment they are all American. 
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I might point out that we are here not arguing for the creation of 
this corporation and the granting of these funds. We are here in- 
terested in a permissive amendment to Public Law 480 that would 
allow for this kind of use of the excess funds. Then we will have to 
go to the committee if such a committee is created, with the proposal. 

But to be honest, we wanted to state what was in the back of our 
minds as well as to indicate the desire we have for the amendment, 
you see. 

Senator McGovern. But you are supporting the amendment that 
was included in the House bill ? 

Mr. McLain. Yes. 

Senator McGovern. And then if that is approved, you will submit 
to the committee that is created this proposal you have discussed here 
today? 

Mr. McLain. Yes, that is right. 

Senator McGovern. Do you have any other questions, Senator? 

Senator Cooper. No. 

Senator McGovern. Thank you very much, Dr. McLain, for your 
testimony. 

Is Dr. Danielian here ? 

Dr. Danielian is president of the International Economic Policy 
Association. 

STATEMEirr or DR. n. r. DANIELIAN, PRESIDENT, AND JOHN A. 
WISE, JR., ASSISTANT TO THE PRESIDENT, INTERNATIONAL 
ECONOMIC POLICY ASSOCIATION 

Mr. Danielian. With your permission, I would like to introduce 
Mr. John Wise, Jr., of my office. He has made an extensive study of 
the factual background of Public Law 480 and will be prepared to 
answer questions relating to it. 

I have a prepared statement here, and cognizant of the pressures 
under which this committee works, I would like your permission to 
insert this statement in the record instead of reading it. 

Senator McGovern. Without objection, the statement will be 
printed. 

(Prepared statement of Mr. Danielian follows :) 

The International Economic Policy Association represents a group of American 
international business corporations vitally concerned with the success of our 
foreign economic policies, and the advancement of the concepts of private owner- 
ship of property and private enterprise as the best means toward economic and 
social development and the raising of the standards of living of all peoples. 

These corporations comprise a substantial segment of the American economy, 
productivity, and employment. Their combined annual gross revenues are in 
excess of $23 billion, with a combined capital investment of over $17 billion. 

The extension of Public Law 480 is of interest and concern to use because 
this program, financed by all the taxpayers, has become an expensive and impor- 
tant tool for the effectuation of U.S. foreign policy. This program has been in 
effect now for 10 years. The 19th Semiannual Report on Public Law 480 states 
that the total value of programs since the beginning of operations under Public 
Law 480 in July 1954 has been $20.5 billion. 1 Under title I alone, sales of sur- 
plus commodities for local foreign currencies programed since July of 1954 have 



1 Nineteenth Semiannual Report on Public Law 480, H. Doc. No. 294, 88th Cong., 2d sees., 
n. 11. . 
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been in the auiount of $13.6 billion (estimated Commodity Credit Corporation 
cost). 2 

What was originally conceived as a method of disposing of nonrecurring agri- 
cultural surpluses has been converted into a method of disposing of continuing 
and increasing agricultural surpluses as a supplement to, and in some cases, 
a substitute for, dollar foreign aid. It has become a major foreign policy tool. 

The administration has requested a 5-year extension of title I through Decem- 
ber 31, 1969, with an increased authorization of $7.1 billion, with a limitation 
that agreements entered into in any one calendar year may not exceed $2.5 bil- 
lion, with a provision, however, for the carryover of uncommitted authoriza- 
tions from prior years. The administration request further provides that agree- 
ments may be entered into in excess of $2.5 billion to the extent of the dollar 
equivalent amount of the local currencies repaid from previous title I sal pa 

The administration is also requesting $2.7 billion authorization in order to 
carry on activities under title II (famine relief and other assistance) at $450 
million per year over the 5-year period, 1965 through 1969. This is a $150 mil- 
lion increase over present authorizations of $300 million per year under title II. 

In total, therefore, the administration's request amounts to $11.2 billion over 
the next 5 years (1965-69) to carry on activities under titles I and II of Public 
Law 480 (see table 1). 

A program of such magnitude should have the benefit of congressional scrutiny 
more frequently than once every 5 years. 

COOLEY LOAN PROVISION (SEC. 104(e)) 

On August 13, 1957, the Congress approved the so-called Cooley amendment 
which authorized U.S. representatives in negotiating title I agreements to set 
aside up to 2o percent of the currencies received under such agreements for the 
purpose of making loans "to (1) United States business firms and branches, 
subsidiaries, or affiliates of such firms for business development and trade ex- 
pansion in such countries, and (2) for loans to domestic or foreign firms for the 
establishment of facilities for aiding in the utilization, distribution, or other- 
wise increasing the consumption of, and markets for, United States agricultural 
products." 

The appended table 2 indicates that since the Cooley amendment was enacted 
on August 13, 1957, to December 31, 1963, 7 percent of the dollar equivalent 
value of the currencies generated by title I sales has been negotiated by U.S. 
representatives to be set aside for Cooley loans, and only 3.1 percent has been 
lent. 

This is in contrast to 63.4 percent which has been lent or granted to the 
governments of recipient countries for economic development during the period 
July 1, 1954, through December 31, 1963* — 18.3 percent in the form of grants 
and 45.1 percent in the form of loans. Loans are made in most instances for 
40 years with a 2-to-4-year grace period after which three-fourths of 1 percent 
interest is charged. 

Our studies indicate that there is greater demand by U.S. business in many 
countries for Cooley funds than have been made available by U.S. negotiators 
under Public Law 480. 

In the case of Peru, there was on hand as of June 30, 1964, according to an 
AID press release of that date, $875,600 in local Peruvian currency. There were 
requests for $5.3 million represented by 12 pending applications for such funds. 
Six other corporations have filed letters of intent to apply for Cooley funds in 
Peru but no figures are available as to the amounts they desire to borrow. 
Since the Cooley amendment was passed in 1957, Cooley loans in Peru have 
amounted to $2,700,000 (12.3 percent of the local currency generated by title I 
sales to Peru since 1957) • ** 

Since July 1, 1957, Colombia has purchased $42,905,000 worth of Public Law 
480 commodities under title I. 4 Eighteen percent of that amount was allocated 
for Cooley funds and only 12.8 percent has been actually lent. 



2 The Commodity Credit Corporation's cost (CCC cost) reflects costs incurred by the 
Corporation to be reimbursed under Public Law 480, 83d Cong., as amended. These costs 
include the Corporation's investment in making Government and commercial surplus stocks 
available for export cost of financing the exportation of these surplus commodities and 
ocean transportation thereon as authorized. 

8 Nineteenth Semiannual Report on Public Law 480, H. Doc. No. 294, 88th Cone., 2d seas., 
table 12, p. 102. 

*SDS— tf-01, SDS^ll-63, USDA Program Operations Division. 



Digitized by 



Google 



80 EXTENSION OF PUBLIC LAW 480, 83D CONGRESS 

There was, as of June 30, 1964, only $271,400 in local Colombian currency 
available for Cooley loans. Colombia is a country in which the demand for 
Cooley loan funds generally has exceeded the supply. It has been announced by 
AID that no further applications will be accepted for Cooley loans in Colombia. 

In the case of Brazil, since the Cooley amendment was passed, $297,774,000 
worth of Public Law 480 commodities have been sold for cruzeiros. No funds 
whatsoever have been available for Cooley loans. Since 1962, title I sales agree- 
ments with Brazil have contained a provision that 10 percent of the cruzeiros 
generated by any sale would be turned over to the Brazilian Government's 
National Economic Development Bank (BNDE) which is to make loans to 
United States and Brazilian private business on a 50-50 basis. 

A total of $11,237,000 in cruzeiros has been turned over to BNDE for this 
purpose. This is only 3.7 percent of the value of commodities that have been 
supplied to Brazil since the Cooley amendment passed. Of that amount 
$3,484,000 has been lent to U.S. private enterprise. That is, only 1 percent of the 
value of commodities sold to Brazil since 1957 and 0.8 percent of the value 
of commodities supplied to Brazil since the Public Law 480 program began. 

The above facts with regard to BNDE are borne out by the experience of one 
of our member companies which wrote to us the following : 

"Applications to BNDE for loans of Public Law 480 counterpart funds by 
American-owned subsidiaries have been completely unproductive and Brazil as- 
sumes that any real needs will be supplied from parent companies in the United 
States." 

This attitude negates the purpose of section 104(e) of Public Law 480. 

A number of our member companies have informed us that if Cooley funds 
were available in Brazil they would have applied for loans. 

Chile is another example where, of title I sales of $32,862,000, only $761,000 
has been provided and $400,000 has been lent as Cooley loans to private busi- 
ness — 2.3 and 1.2 percent respectively of the dollar value of the local currencies 
generated since the Cooley amendment was passed. There are no Cooley funds 
presently available in Chile. 

In India, only 4 percent of the $1,557,312,000 worth of commodities sold to 
India under title I since the Cooley amendment was passed have been lent as 
Cooley loans to private American business. As of June 30, 1964, there was on 
hand $18,515,300 to meet a demand represented by pending applications of 
$32,820,000. This is almost double the available amount. Yet India has re- 
ceived $1.7 billion worth of Public Law 480 title I commodities since 1954 and 
80 percent of the local currency generated by these sales have been turned 
back to the Government, 48 percent in the form of loans and 32 percent in the 
form of grants. 

Although originally 125 million were provided in India for Cooley loans, 
a considerable portion of that lapsed and reverted to the Treasury, and now 
we find ourselves short of Cooley funds. Similar situations exist in the Philip- 
pines, Nationalist China (Taiwan), and Finland. 

In the light of these facts, the impression is perhaps justified that the ad- 
ministration of section 104(e) since the Cooley amendment was added in 1957 
has not lived up to congressional intent. We feel that it is desirable for Con- 
gress to clarify by new legislation what its intent has been and is in this matter. 

COOLEY FUNDS FOB WORKING CAPITAL 

The AID agency has established a policy in some countries that Cooley funds 
are to be made available only for fixed investments and not for working capital 
requirements. This policy has been applied to Turkey. Several of our mem- 
bers have been informed by AID that it is necessary to apply this policy be- 
cause the demands on available funds are considerably greater than the supply 
and that only by eliminating their use as working capital can a reasonable num- 
ber of the applications for loans for fixed investments be approved. 

Yet in the case of Turkey only 14 percent of the local currency generated since 
July 1957 has been set aside for this purpose and 6.8 percent has actually 
been lent to American business firms under the Cooley provision. 

Our information indicates that as of June 30, 1964, $9,174,000 worth of local 
Turkish currency was on hand to supply a demand of $2,100,000. It would 
appear from such figures that adequate funds are presently available both for 
fixed asset investment and for working capital loans as well. 

We are informed that the Indian Government will not permit the use of 
Cooley funds for working capital. 
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There are a number of countries, recipients of Public Law 480 sales, where 
there is need by U.S. business for working capitaL This is another area where 
Public Law 480 Cooley loan administration stands in need of improvement 

COOLEY FUNDS AND BALANCE OF PAYMENTS 

Increased use of Cooley funds for U.S. business investments In underdeveloped 
countries, In addition to aiding their economic development, will also have a 
beneficial effect on the U.S. balance-of -payments problem. It would be responsive 
to section 105 of Public Law 480 which was amended last year in the Foreign 
Assistance Act (Public Law 88-205) by adding the following sentence at the 
end of section 105: 

"The President shall utilize foreign currencies received pursuant to this title 
in such manner as will, to the maximum extent possible, reduce any deficit in 
the balance of payments of the United States." 

It would also follow the recommendations of a task force appointed on 
October 2, 1963, by the late President Kennedy. On April 27, 1964, that task 
force submitted to President Johnson its report on "Promoting Increased 
Foreign Investment in U.S. Corporate Securities and Increased Foreign Financ- 
ing for U.S. Corporations Abroad." 5 On pages 18 and 19 of that report, 
the task force comments, that the expanded use of Public Law 480 Cooley 
funds would help to alleviate the U.S. chronic balance-of -payments deficit: 

"In this connection, the task force notes that the ability of oversea branches 
and affiliates of U.S. banks to provide foreign debt financing is enhanced by 
making Public Law 480 and other counterpart funds available to such branches 
and affiliates. This practice, already of olng standing, should be encouraged 
to the greatest extent feasible consistent with other objectives of the program 
where possible placing such funds on a long-term basis and thereby facilitating 
badly needed capital loans." [Emphasis added.] 

The report, in its recommendations that U.S. -based international corpora- 
tions should, where feasible, finance their foreign operations in a manner which 
minimizes the outlay of cash, states further: 

"U.S. corporations investing overseas should examine the possibility of utiliz- 
ing foreign currency loans (the so-called Cooley loans) made available in certain 
countries by the U.S. Government out of receipts from the sale of surplus agricul- 
tural commodities under Public Law 480." [Emphasis added.] 

RECOM MEN DATION S 

Section 104(e) 

To provide adequate Cooley funds in countries where U.S. business indicates 
a desire to borrow for economic development purposes, we recommended to the 
House Subcommittee on Foreign Agricultural Operations that a minimum of 
25 percent of local currency equivalents of title I sales be set aside for Cooley 
loan purposes in countries where there is a clear demand. The House subcom- 
mittee in its judgment has made the following change in section 104 : 

"(e) For promoting balanced economic development and trade among nations, 
for which purposes (not more than 25 per centum of the currencies received 
pursuant to each such agreement shall be available) currencies shall also be 
available to the maximum usable extent through and under the procedures es- 
tablished by such agency as the President shall direct for loans mutually agree- 
able to said agency and the country with which the agreement is made to United 
States business firms and branches, subsidiaries, or afliliates of such firms for 
business development and trade expansion * * *" 

The Committee on Agriculture has also indicated in its report to the House 
strong endorsement of providing sufficient funds for Cooley loans where there 
is demand, and has indicated that the elimination of the ceiling of 25 percent 
is recognition of the fact that more than tnat amount, should be made avail- 
able where needed. 

Our organization accepts this expression of congressional intent and we would 
be satisfied if the Senate concurred in this revision of section 104(e). 

Since this still leaves a wide area of discretion to the negotiators and admin- 
istrators of this program, we urge that the House and Senate Committees on 
Agriculture keep this program under close scrutiny. Specifically, it should be 
required that the AID Agency should accept, and keep continuous and cumula- 



8 The chairman of this task force was the former Under Secretary of Treasury, Henry 
Fowler ; the members were : Robert M. McKinney, Charles A. Coombs, Frederick M. Eaton, 
G. Keith Funston, George P. James. George J. Leness, Andre Meyer, Dorsey Richardson, 
Arthur K. Watson, Walter B. Wriston, John M. Young, and Ralph A. Toung.^-^ 
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tive records, of all applications for Cooley loans, by country, and indicate clear- 
ly those that have been granted and those rejected, and the reasons therefor, 
as a measure of conformance with the intent of Congress in the revised version 
of section 104(e). We urge this committee to indicate to the AID Agency that, 
wherever possible, Cooley funds should be made available in sufficient amounts 
to satisfy working capital requirements as well as fixed asset investment needs. 
If experience should indicate that the administration of the program falls 
short of congressional intent, then it may be necessary later to amend further 
this section by writing into the law a mandatory allocation for Cooley funds 
as originally suggested by us to the House committee. 

Title IV. Long-term dollar sales 

Since the passage of title IV in 1959, providing for long-term dollar sales of 
surplus commodities, only $236.5 million worth of agricultural commodities have 
been programed for ; sale under title IV, while title I sales during that same 
period amounted to almost $6 billion. The value of commodities actually shipped 
under title IV agreements through December 31, 1963, has been substantially 
below the total value contemplated in the agreements signed for two reasons : 

"First, several of the agreements involved a multiyear supply period includ- 
ing commodities to be shipped in future years. Second, the foreign governments 
involved sometimes change their buying plans after signing an agreement be- 
cause of unforeseen changes in domestic production, world prices or foreign 
exchange difficulties." 8 

The amount actually shipped through December 31, 1963, has been approxi- 
mately $91 million including ocean transportation costs. 1 

The International Economic Policy Association is of the opinion that consid- 
erably greater emphasis ought to be placed on title IV sales which at some 
point in the future would return dollars to the U.S. Treasury from the sales of 
U.S. agricultural commodities under Public Law 480. This would be a welcome 
contribution to future external dollar resources which our balance of payments 
may sorely need. 

Unloading costs — Port taooes 

The United States pays the full cost of transportation to the port of entry 
of recipient countries and returns a substantial amount of the sales proceeds to 
the recipient government in the form of grants and loans for economic develop- 
ment. The IEPA supports the policy that the recipient country should pay the 
costs of unloading, lighterage, port taxes, and wharfage fees abroad involved 
in Public Law 480 shipments* out of local currencies. This would be a dollar 
saving, however small, and would have a favorable impact on our balance-of- 
payments problem. 

Table 1 

[In billions] 
Title I : 

Title I authorization request for 5-year period 1965-69 $7. 100 

Estimated amount of reimbursements to the Commodity Credit Cor- 
poration from other agencies of the U.S. Government for foreign 
currencies and repayment of economic development loans in 
dollars 1.000 

Carryover of unused balance as of Dec. 31, 1961, not previously pro- 
vided for in Public Law 87-128, enacted Aug. 8, 1961, which ex- 
tended title I and II for 3 years (Jan. 1, 1962, to Dec. 31, 1964) 
but which did not provide for a carryover of unused balances from 
previous authorizations beyond Dec. 31, 1961 . 407 

Carryover of any amount remaining uncommitted from the current 
authorization on Dec. 31, 1964 (estimate) .500 

Total title I authorization request 9, 007 

Title II authorization request for 5-year period 1965-69 ($450,000,000 

multiplied by 5, equals $2,250,000,000) +2,250 

Total title I and II authorization requests of the administration- 11, 257 

Source : Draft of the administration letter from the Department of Agriculture to the 
Honorable John W. McCormack, Speaker of the House of Representatives, accompanied bjr 
a draft bill with explanation, 

8 Nineteenth Semiannual Report on Public Law 480, H. Doc. No. 2©4, 88th Cong., 2d sess., 
p. 82. 
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Table 2. — Public Law 480 title I sales, 1955-63, and Cooley amendment funds 
and loam, 1957-63, by countries 

lln thousands of U.S. dollar equivalents] 





Title I sales » 


Cooley funds 






Jan. 1, 1955, 

to Dec. 81, 

1963 

(A) 


July 1, 1957, 

to Dec. 81, 

1963 

(B) 


Actually provided 


Loans made 


Funds 
available 


Countries 


Amount 
(C) 


Per- 
cent of 
col.B 

sales 

(D) 


Amount 
(E) 


Per- 
cent of 
col.B 

sales 

(P) 


June 30, 
1964 

(G) 


Europe: 


39,602 
41,207 
35.468 
1,197 
14,128 

139,992 
17,481 

438.865 
6,282 

467,046 
48.094 

553,761 

35,262 

870 

9,690 

18,281 

622 

7,309 

30,557 

45,833 

24,985 

648 

99,748 

1,706,540 

267,530 

37,219 

223,265 

615, 178 

30,400 

4,115 

393, 585 

480, 765 

142, 719 
135,028 
336,711 
33,687 
76,452 

29,875 
16,457 
349,486 
65,644 
57,827 
10,870 
24,644 
10,990 
31,419 
34,119 


13,693 
19,481 
33,418 












Fj«l«r»d , . _ 


3,457 
6,518 


17 
19 


2,600 
5,800 


13.0 
17.0 


382.5 












14,035 
34,470 
17,234 

438,866 












Italy . - -..— 


3,657 


10 


4,700 


13.0 








Poland — - 












Portugal ,_ 












Spain 


302, 708 

15,094 

368,868 

35,262 

870 

9,690 

18,281 

622 

7,309 

30,557 

26,476 

24,985 

648 

59, 101 

1,557,312 

186, 715 

28,997 

176, 578 

521,534 

30,400 

1,864 

307, 721 

463,708 

134,366 
8,586 

273,808' 
33,687 
76, 452 

1,226 

' 16,457 

297,774 

32, 862 

42,905 

6,905 
24,644 

8,393 
21,881 
34,119 


































Africa: 












Ethiopia 










103.5 




193 
1,947 


1.9 
10 






909.1 








1,986.4 










Sudan.. 


1,378 
3,491 


18 
11 


600 


8.0 


1,011.6 




3,939.2 


Near East and South Asia: 








Ceylon ._ , 


4,780 


18 


400 


1.6 






155.2 


Greece . 


8,989 
125,092 
20,184 

2,086 
37, 102 
30,025 

2,934 


15 
8 

10 
7- 

20 
5 
9 


5,100 
67,200 


8.8 
4.0 


3,450.2 


India 


18,515.3 




1,438.3 


Iran ... 


2,400 
23,900 
12,300 


8.6 
13.0 
2.2 


589.9 


Israel 


7,431.5 


Pakistan... . 


9,910.0 


Syrian Arab Republic 


1,073.6 








Turkey 


45,355 
57,948 
10,463 


14 
12 
7 


21,300 
1,000 
4,400 


6.8 

.2 

3.0 


9, i74. 2 


(Egypt) _ 


22,913.1 


Far East and Pacific: 

China (Taiwan) 


5,245.4 






Korea 


5,757 
5,945 
2,936 


2 

18 
4 


1,800 

3,900 

500 


.6 

11.6 

.6 


1, 709. 5 


Philippines.. 


1,300.0 


Vietnam^ , . 




Latin America: 




Bolivia _ .. 


943 


5 






1,504.7 


Brazil 








Chile .. . ........... 


761 
7,959 

991 
6, 762* 
1,028 
3,632 
3,462 


2.3 
18 
10 
•27 
12 
16 
10 


400 
5,500 
1,000 
7,400 

800 
2,700 
3,300 


1.2 
12.8 

30.0 
9.5 

12.3 
9.7 




Colombia. 


271.4 


Ecuador^. ^ 




Mexico 








Peru 


875.6 


Uruguay 


17.4 






Totals. _ 


7,157,913 


5,728,655 


405,675 


7.08 


179,300 


3.1 


95,224.1 







i Estimated market value of shipments. 

Sources: (A) SDS-11-63 USDA Program Operations Division. (B) SDS-7-61 and SDS-11-63 USDA 
Program Operations Division. (C) W-206 AID Public Law 480, sec. 104(e) Cooley loan funds available for 
new loan authorizations, prepared by: International Loan Branch, Accounting Division, Office of Con- 
troller. (E) 19th semiannual report on activities carried on under Public Law 480, 83d Cong., as amended, 
covering the period July 1 through Dec. 31, 1963, table XVIII, p. 36. (Q) Same as (3); See also AID press 
release AID-64-158 of June 30, 1964. 
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Mr. Danieuan. I have a very brief summary which I would like 
to use as a part of my comments. It may not take more than 5 or 6 
minutes, if I may have your indulgence. 

This is the first time, at least to my knowledge, that a group of 
important business organizations have become very much interested 
in the administration of Public Law 480, realizing that over its life- 
time it has cost approximately $20 million to the U.S. Government, 
and therefore the use of these funds in foreign countries have a very 
vital influence upon the evolution or the economic structure and direc- 
tions of these countries. Under title I alone of this program, sales 
of surplus commodities for local currencies programed since July of 
1954 have been in the amount of $13.6 billion. These are the Com- 
modity Credit Corporation estimated costs. 

The administration has requested a 5-year extension of title I 
through December 31, 1969. Attached to my testimony is a break- 
down of the administration's authorization request for title I and 
title II, which amounts to, during these 5 years, $11,257 million. 

A program of such magnitude we believe should have the benefit of 
congressional scrutiny more frequently than once every 5 years. We 
are particularly interested in the provisions of section 104(e) relat- 
ing to Cooley loans. 

OOOLEY LOANS (104(B)) 

On August 13, 1957, the Congress approved the so-called Cooley 
amendment, which authorized the U.S. representatives in negotiating 
title I agreements to set aside up to 25 percent of the currencies ret- 
^eived under such agreements for the purpose of making loans : 

"(1) To U.S. business firms and branches, subsidiaries, or affiliates 
of such firms for business development and trade expansion in such 
countries; and 

"(2) For loans to domestic or foreign firms for the establishment 
of facilities for aiding in the utilization, distribution, or otherwise 
increasing the consumption of, and markets for, U.1S. agricultural 
products. 

Now, this has been the law since 1957. The table 2 appended to our 
statement indicates that since the Cooley amendment was enacted on 
August 13, 1957, to December 31, 1963, only 7 percent of the dollar 
equivalent value of the currencies generated by title I has been negoti- 
ated by U.S. representatives to be set aside fcxr Cooley loans, and only 
3.1 percent has been lent. This is in contrast to 63.4 percent which 
has been lent or granted to the governments of recipient countries for 
economic development during the period July 1, 1957, through Decem- 
ber 31, 1963, 18.3 percent of it in the form of grants and 45.1 percent 
in the form of loans. 

Loans are made in most instances for 40 years, these loans to the 
governments, with a 2- to 4-year grace period, after which three- 
quarters of 1 percent interest is charged. 

Furthermore, there is no maintenance of value clause in these loan 
agreements with the local governments. 

Our studies indicate that there is greater demand by U.S. business 
in many countries for Cooley funds than have been made available by 
U.S. negotiators under Public Law 480. In the following countries 
demand for Cooley funds has often exceeded the supply : 
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Colombia, Peru, Chile, Brazil, Philippines, Taiwan (China), 
Turkey, and Finland. In the case of India, demand presently exceeds 
supply despite the fact that India has been the largest single recipient 
of Public Law 480 sales, a total of $1.7 billion since the beginning of 
the program, of which 80 percent has been turned back to the Gov- 
ernment, 48 percent in the form of loans, and 32 percent in the form 
of grants. 

In the light of these facts, the impression isperhaps justified that 
the administration of section 104(e) , since the Cooley amendment was 
added in 1957 ? has not lived up to congressional intent. 

We feel it is desirable for Congress to clarify by new legislation 
what its intent is and has been in this matter. 

COOLEY FUNDS FOR WORKING CAFTTAL 

The AID Agency which administers Cooley loans has established 
a policy in some countries that Cooley funds are not to be made avail- 
able only for fixed investments and not for working capital require- 
ments. This policy is the result of a lack of funds to meet demand, 
and therefore it has been necessary to place priority on fixed invest- 
ments. 

The Indian Government in particular, we are told, will not permit 
the use of Cooley funds for working capital. If more Cooley funds 
were available, this problem could be solved. 

Senator M cGovern. Mr. Danielian, we have got another rollcall on. 
Can you let us interrupt you here for a few minutes and we will get the 
vote out of the way and come back and finish hearing your testimony. 

(A recess was taken.) 

Senator McGovern. You can proceed, Mr. Danielian. 

Mr. Danielian. We pointed out that insufficient amounts of Cooley 
funds have been available to private business and that they have not 
been available for working capital. 

COOIiEY FUNDS AND BALANCE OF PAYMENTS 

Now, one of the significant factors in using Cooley loans for private 
investment is in the area of balance of payments. The increased use 
of Cooley funds for U.S. business investments in underdeveloped 
countries, in addition to aiding their economic development, would 
also have a beneficial effect on the U.S. balance-of -payments problem. 
It would be responsive to section 105 of Public Law 480, which was 
amended last year in the Foreign Assistance Act, Public Law 88-205, 
by adding the following sentence at the end of section 105 : 

The President shaU utilize foreign currencies received pursuant to this title 
in such manner as will, to the maximum extent possible, reduce any deficit in 
the balance of payments of the United States. 

A study by a President's task force on increased foreign financing 
by U.S. corporations abroad, a task force appointed by President 
Kennedy which reported to President Johnson this spring, comes to 
this same conclusion, that specifically the use of Cooley funds for priv- 
ate investment abroad would help the U.S. balance of payments. 

There is a third factor to consider in this connection. There is a 
proposal before Congress to give a 30-percent tax credit for invest- 
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ments in underdeveloped countries, but this tax credit would be 
available only to that portion of the investments which results in 
U.S. procurement. 

That means that these companies, if they do want to invest money 
and expand their facilities abroad, must either use additional dollars 
for which they do not get tax credit, by converting them into local 
currencies, which will of course adversely affect the balance of pay- 
ments, or if they are given facilities to borrow T in the local area, then 
they could combine U.S.-procured dollar investments with local cur- 
rency investments for the expansion of their enterprises. 

So there is no question that the use of Cooley funds for private 
investment would help the U.S. balance of payments, and it would be 
consonant with the ictea of creating economic development in the in- 
dustrial field as much as possible in the private sector. 

We recommend, therefore, that adequate Cooley funds for economic 
development in those countries where U.S. business has need of local 
currency loans be provided. The association recommended to the 
House Subcommittee on Foreign Agriculture Operations that a mini- 
mum of 25 percent of local currency equivalents be set aside for Cooley 
loan purposes in countries where there is a clear demand. 

The House subcommittee, in its judgment, unanimously has amended 
section 104(e), by removing the 25-percent ceiling and replacing- ^ 
with the following language : 

Currencies shall also be available to the maximum usable extent. 

The Committee on Agriculture has also indicated in its report- to 
the House a strong endorsement of providing sufficient funds for 
Cooley loans where there is demand, and has indicated that the elimi- 
nation of a ceiling of 25 percent is recognition of the fact that more 
than that amount should be made available where needed. 

The committee report, just printed, has come to my attention, and 
I was just reading it, and perhaps it is relevant here to give a quota- 
tion from the committee report on this subject. 

On pages 29 and 30, the committee states, and this is a report un- 
animously adopted by the House Agriculture Committee, according 
to my understanding : 

In some countries there is little or no demand from private business for these 
loans. In other countries, the requests for loans substantially exceed the amount 
of currency available for this use. 

Continuing, to read from the recently issued House Agriculture 
Committee's report : 

The committee believes that in some of these countries a higher proportion 
than 25 percent of the Public Law 480 currencies could profitably be used for 
Cooley loans and it has, therefore, included in this bill an amendment removing 
the 25-percent ceiling, with the expectation that this expanded authority will 
be used in proper cases. 

The committee notes with disapproval that there are a few countries where 
the amount of currency reserved for such loans in the country agreements is less 
than the maximum authorized by present law and apparently less than the 
amount which could profitably be used for this purpose, as measured by business 
demand for such loans. Neither the business community nor the committee 
understands why this should be. 

The committee suggests, therefore (1) that the President in negotiating title 
I agreements with other countries should make it clear to them that the Con- 
gress expects that there will be included in such agreements provision for the 
use of local currencies for section 104(e) loans up to the maximum, which he 
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estimates may reasonably be used profitably in that country, and (2) that in 
connection with the signing of any agreement providing for less than the maxi- 
mum authorized by present law for such loans, the President should issue a 
statement informing the business community and the committee why the amount 
is less than 25 percent. 

Our organization would be satisfied if the Senate concurred in this 
revision of section 104 (e) by the House committee. 

This, however, leaves a wide area of discretion to the negotiators, 
and administrators, of this program, and hence we urge the House 
and Senate Committees on Agriculture to keep this program under 
close scrutiny. 

If experience should indicate that the program falls short of con- 
gressional intent, then it may be necessary later to amend further this 
section by writing into the law a mandatory allotment for Cooley 
funds as originally suggested by us to the House committee. 

I think to be specific in this regard, I must say that we would prefer 
paragraph 3 on page 2 of H.R. 12298, the House bill, the paragraph 
5 on page 3 of S. 2687, which merely eliminates the ceiling without 
giving any additional authority to the administration. 

In view of the fact that they have failed to use the 25-percent-hoped- 
f or ceiling in the past, just eliminating the ceiling does not augur well 
for expanded Cooley loan programs in the future. Therefore, we feel 
that a stronger statement, such as the House has added in it r * bill, 
paragraph 3 of page 2 in the House bill, would be preferable. 

We strongly urge that the Senate committee in its report indicate 
also its intent to include working capital as one of the permissible uses 
of Cooley funds. 

This concludes my oral statement, Mr. Chairman. 

Senator McGovern. Thank you, Mr. Danielian. 

Do I understand you correctly now to say that your recommenda- 
tions which you have submitted here to the committee have tx en in- 
corporated in the House bill ? 

Mr. Danielian. Yes, sir. 

Senator McGovern. And you are satisfied that your objectives— — 

Mr. Danielian. We accept that language subject to the proviso 
that the administration must be kept under observation, and that in 
the future, if it turns out that they fail to provide funds in those 
instances where there is demand, then perhaps a stronger mandatory 
requirement may be placed in future legislation. 

Senator McGovern. Is it possible that in those cases to which you 
have referred, where the 25-percent allowance has not been used, that 
the administrators of the program have not found feasible use for 
the total amount ? 

Mr. Danielian. Well, of course in certain countries like Poland 
and Yugoslavia, there would be little opportunity to use funds for 
private investment. In other countries like India, there has been a 
great deal of ity Jb\itrfor some reason some of these Cooley funds have 
reverted back to tile Treasury, and at the present time, as my state- 
ment — the full statement — indicates, we find ourselves with only $18 
million available in India, with demands up to $32 million, which 
means that it is within'the capacity of the administration to replenish 
the Cooley funds either from those funds that have been reverted to 
the Treasury, or by providing in future agreements a more liberal 
allotment to Cooley funds. 
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Do you have anything to add to this, Mr. Wise? 

Mr. Wise. Only that the full statement indicates that there are six 
or seven countries in which the present demand for Cooley funds now 
exceeds the supply. The appended table 2 indicates in column D the 
percentages that have been set aside, country by country, to be made 
available for Cooley loans, and in column F the percentages which the 
actual amount by country that has been lent represents. 

If you take a quick look at page 1 of table 2, and run down column 
D, you will see that the percentages that have been set aside for 
Cooley loans, not one of them has been up to 25 percent. The major- 
ity of them have been less than 20 percent, and in some of the critical 
countries, in Latin America where the funds are needed, you will see 
that the percents have been, as in the case of Peru, 16 percent made 
available; in the case of Colombia, 18 percent; in the case of Brazil, 
none; in the case of Chile, 2.3 percent; and always the amount that 
actually has been lent has been less than the amount that has been 
set aside by 3 to 4 to 10 percent. 

Senator McGovern. Can you shed any light as to why that is the 
case, as to why the full amount has not been used ? Do you know why ? 

Mr. Wise. I think perhaps I may be able to shed some light. 

In negotiating these agreements, the AID agency has certain 
priorities, and among them, as our testimony indicates, 63 percent 
has been turned back to the countries for economic development. 
When you add to that the U.S. use, that leaves small amount left for 
the private enterprise sector. 

Mr. Danieuan. I think perhaps I can add a word to that. 

Projects approved for Cooley loans must also receive the approval 
of the local government, and I think there are all kinds of possibilities 
there of delays. 

Furthermore, in some countries it has been announced by the AID 
agency, as in Colombia, that no further applications are being ob- 
tained because there are insufficient funds. Therefore, people do not 
apply for these funds, since it would be quite useless. There have 
been discouragements, of course, in many countries, and people have 
just thrown up their hands. 

Now what is the use of going through the expense of applying if 
there are going to be all these handicaps? 

We recommend in our principal statement that the AID agency 
be required to keep a record of all applications, separating them of 
course between those approved and those disapproved, and the reasons 
for disapproval. But I think a record of all applications should be 
available. This would be the best measure of what demand there is 
for these funds. 

Of course, not all applications will be qualified as sound projects, 
but if the applications are on file and the record is kept, it would be 
possible to evaluate how much demand there is for these funds. 

At the present time there has been an air of discouragement and 
therefore the applications filed do not necessarily reflect the demand 
for these funds. 

Senator McGovern. I think in the case of the big India agreement 
of 1960, as I remember it, about 85 percent of those funds was com- 
mited for loans and grants and for economic development purposes 
largely in India ; is that not correct ? 
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Mr. Danielian. Yes, in India it is about 80 percent as an average 
over the years has been turned back to the country. 

Senator McGovern. So there is not 25 percent left. 

Mr. Danielian. There is only 20 percent left, and of course of that, 
10 percent was set aside for Government use. That leaves very little 
for other use. 

Senator McGovern. Senator Cooper, do you have any questions? 

Senator Cooper. I have no questions. 

Senator McGovern. Thank you very much, Mr. Danielian. 

Mr. Miller of the American Partners, Inc. 

The Chair will announce now that the record will be kept open 
until Friday noon for any subsequent statements that anyone wisnes 
to file. 

Mr. Miller. 

STATEMENT OF TOM HALL MILLEE, PRESIDENT, AMERICAN 
PARTNERS* nrc. 

Mr. Miller. Mr. Chairman and Senator Cooper, I am Tom Hall 
Miller, president of American Partners, Inc. I was a Government 
employee for 12 years, much of which time was spent in India, Paki- 
stan, Ceylon, and Afghanistan. I resigned from the Government 
more than 2 years ago to develop this self-help plan, which proposes 
to generate broad public funds to augment Government seed moneys, 
and thus project the private enterprise concept in developing countries. 

Seated with me is Khurshed Bhumgara, assistant to the president 
of American Partners. Directors of our organization include : Am- 
bassador Ellsworth Bunker, U.S. representative to the Organization 
of American States; Kalwey H. Johnson, management consultant; 
Carl Levin, public relations counsel ; Robert H. Shorb of Pogue & 
Neal as legal counsel, and Samuel S. Spaulding of the U.S. Depart- 
ment of Commerce. 

We are here today to summarize the American Partners program, 
which envisages partial use of so-called surplus currencies, and to pro- 
pose consideration of new legislation which will double the value of 
portions of these local currencies in terms of accomplishment of U.S. 
Government objectives in some developing countries. 
# Briefly, the purpose of this nonprofit corporation is to assist na- 
tions by arranging loans between U.S. citizens and groups to worthy 
and talented foreign nationals, ranging from several hundred to sev- 
eral thousand dollars, to start and expand truly small business. 

The corporation plans to establish an American representative — 
preferably^ a retired businessman — in a foreign country where oper- 
ations are intended, to enlist the voluntary help of resident Americans 
to locate such worthy individuals, and to analyze and report feasible 
loan applications. 

In the United States, these loan opportunities will be publicized 
through service clubs, industry and trade associations, and the general 
press to locate individual citizens or groups to sponsor each worthy 
applicant, much as Foster Parents does with orphans. 
^ The corporation will act as agent for the lender and as a communica- 
tions link between the American "partner" and the recipient "partner."' 
Tn viAw of fcliA intent of the International Executive Service Corps to 
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provide technical assistance, American Partners presumably will aban- 
don activity in that sphere that was originally intended. 

Prior to forming American Partners, with the help of a number of 
associates, many of whom are career Foreign Service officers, I drafted 
a plan which I then circulated among a number of Government and 
industry leaders. In the interests of brevity of this statement, I have 
turned over excerpts of their comments to the clerk of this committee 
for the record, at the discretion of the chairman. 

After incorporating their suggestions, we edited and circulated what 
has since become known as the American Partners plan. In December 
of last year when the President directed an intensive review of foreign 
aid, we proposed to AID that it provide the "seed" money needed to 
test this concept in two foreign countries. 

This was well received by AID officials and, in fact, the Deputy 
Administrator, William S. Gaud, advised Senator J. W. Fulbright on 
March 25 that AID was — 

actively exploring the possibilities of a pilot operation using excess rupees in 
India, and wiU consider helping send one of the American Partners to one or 
two countries in Latin America to explore a possible project with the American 
business community and the AID missions. 

To provide the modest f imds needed to accomplish this exploration, 
American Partners submitted a study proposal to AID. Though this 
was received with enthusiasm in early April, there has been no ade- 
quate response to this proposal during the 4 months intervening. 

This morning, however, I received a call from an AID represen- 
tative advising me that Mr. Peiser, who has said very good things about 
our organization and its program during hearings conducted by the 
House Foreign Affairs Committee, would set up a meeting shortly to 
discuss our proposals. 

Nonetheless, we are beginning now operations on a limited basis. 
As a result of publicity which appeared in El Comercio in Ecuador and 
El Universal in Venezuela, we have received two loan applications for 
which we have located prospective "investing" American Partners. 
One application is from a medical doctor, who needs $2,000 to expand 
his small drugstore and establish a clinic. 

The second is from a couple who need $1,000 to start a beauty salon. 

We are beginning to investigate a third application from a skilled 
worker who nopes to start a sockmaking business. We have asked 
the publishers of these newspapers and the American ambassadors 
to act for us in these first two cases, as we have not yet been able to 
establish our own resident representatives in those countries. 

We detail this so that the members of this committee may better 
realize how this program will fill an acknowledged vacuum by reach- 
ing directly to individuals in developing countries, and how this plan 
identifies the American benefactors. It is at this broad base that the 
economic and attitudinal impact is so sorely needed. 

It is in this area, the area of the voluntary agencies and services, 
where this committee by new legislation may well be able to double 
the valite of portions of its excess currency deposits in terms of accom- 
plishment of TLS. Government objectives. CARE, the Catholic 
JRelief Service, Church World Service, the Foster Parents' Plan, the 
Heifer project, Lutheran World Relief, Project Hope, and World 
Neighbors, Inc., are only a few of the worthy organizations which 
would likewise benefit. 
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Specifically, we propose that this committee consider legislation 
which will authorize the Government to match from excess currency 
deposits contributions made by American citizens and organizations 
to approved voluntary agencies and services for oversea projects. 

Under this proposed legislation, the excess currencies will be allo- 
cated without the need for individual appropriations. It will, of 
course, be necessary to establish that the objectives of the country 
programs conducted by these voluntary agencies and services parallel 
the defined objectives of the U.S. mission in each specific country in 
point. 

Mr. Chairman, and Senator Cooper, we very much appreciate this 
opportunity to report on American Partners and to place these views 
before you. We will further appreciate the advice and suppoit of 
the members toward carrying out our program, and your considera- 
tion of the new legislation we have summarized herein. 

Thank you again. 

Senator McGovern. Mr. Miller, without objection, we will include 
in the record the attached statement from the two newspapers, as 
well as the supporting statements that you submitted, the mimeo- 
graphed statement you submitted to the committee. 

Mr. Miller. Thank you, sir. 

(The documents referred to follow:) 

[From the New York Herald Tribune, July 26, 1964] 

Partners in Work 

(By Joseph R. Slevin) 

Washington. — Tom Hall Miller is a bespectacled, gray-haired former Gov- 
ernment official who wants to make Horatio Alger heroes out of thousands of 
workers in India, Korea, Peru, Morocco and other underdeveloped countries. 

It is an exciting idea and some day it may rank alongside the Peace Corps 
as one of the important breakthroughs in the U.S. foreign aid program. 

Mr. Miller is proposing a private small loan program that will help capable 
workmen start their own businesses. Foreign aid experts call it a person-to- 
person program for Mr. Miller hopes the loans will go directly to foreign bor- 
rowers from American companies, foundations, and ordinary citizens. 

"I come from Lock Haven, Pa.," Mr. Miller says. "I think of Milt Grossman 
who runs the ladies wear store and Ken Griffin who runs the woodworking 
plant. There's no question in my mind that Ken Griffin would start a man in 
the woodworking business." 

Mr. Miller is stocky, 47, and enthusiastic. He spent 10 years promoting 
Commerce Department trade fairs, most of them in south Asia, then resigned 2 
years ago to launch his small business plan. He calls the fledgling organization 
American Partners, Inc., and has six directors, including Ellsworth Bunker, 
U.S. Ambassador to the Organization of American States. 

When Mr Miller talks about small loans, he means very small loans. He 
suspects that most would run about $2,000 and that very few would amount to 
as much as $5,000. 

"No one is doing this now," he declared. "If you want a $100,000 Government 
aid loan, it's fairly easy, but if you want to borrow $5,000 it's just about 
impossible. There's nothing that reaches the man in the street." 

Loan applicants will be chosen by a committee of resident American and local 
businessmen, and American Partners will find the needed funds for approved 
borrowers, Mr. Miller explains. 

He hopes the lending American and the borrowing foreigner will establish a 
relationship like the bond that develops when an American supports a foreign 
child under the highly successful Foster Parents plan. "We originally talked 
about Foster Partners, but we decided that American Partners was a better name 
for our purposes," he says. 

Mr. Miller thanks a Pakistani cab driver for inspiring the American Partners 
idea. He borrowed $300 from a British bank in Karachi in 1955 to help the 
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driver make a downpayment on a cab. The driver paid off the loan ahead of 
schedule* 

When Mr. Miller returned to Karachi 2% years later, the driver owned 5 
cabs, was paying off 2 more and had just received a contract to provide 40 
cars for a meeting of the Southeast Asia Treaty Organization. 

On another occasion, Mr. Miller says a $750 loan arranged by Ford Founda- 
tion representative Dr. Douglas Bnsminger gave New Delhi a prospering chicken 
and egg man. He started with a 300-egg incubator in 1969 and just recently 
replaced it with a 22,000-egg incubator. 

"He's a real, honest-to-heaven small businessman," Mr. Miller declared. 

"If we're going to promote private enterprise, there's no way of doing it 
better," he contends. "We're talking about the man who needs $2,000 to start 
a paint factory or $1,000 for a metal lamp shade factory — the mechanic who 
now spends all his life working for someone else because he can't find the 
money to buy the tools." 

Mr. Miller hesitated a moment, "You know, Singer Sewing Machine Co. got 
started with a $55 loan," he says. 

[From the Washington Post] 

Workeb Plans Own Foreign Aid Plan 

(By B. D. Ayres, staff reporter) 

A former Department of Commerce worker has staked his future — including 
his $15,000 in retirement savings — on a plan to set up a person-to-person, grass- 
roots level foreign aid program sponsored by American businessmen. 

The program, christened American Partners, Inc. by its 47-year-old founder, 
Tom Hall Miller, would use technical advice and small low-cost loans from U.S. 
businessmen and companies to set up small business men in developing nations. 

Similar projects are under consideration by other groups and individuals as 
part of a growing effort to bypass the bureaucratic nature and effect of Govern- 
ment-sponsored aid. 

The American Partners plan, Miller says, would complement but in no way 
replace U.S.-eponsored foreign aid programs. He says the plan would simply 
avoid the massive aid concepts in which funds almost always are used on large 
projects and seldom "trickle down" in recognizable form to the man in the street. 

Few loans from American Partners would exceed $5000 and most would be less 
than $2000, Miller says. 

Miller proposes to reach the foreign man in the street through the American 
man in the street. 

Thus, to set up a radio repair service in Peru, American Partners would per- 
suade an American businessman — preferably one associated with electronics — 
to loan a Peruvian the funds necessary for establishing a shop. Training would 
be provided through part of the loan or perhaps through an American Partners 
volunteer experienced in radio repair. 

Because of the person-to-person nature of the American Partners plan, Miller 
thinks its impact would be "direct and immediate." He also thinks the plan 
would provide a better image of America than that provided by massive aid. 

Among other attributes, Miller said, "this project will identify the American 
individual instead of the impersonal American dollar. It will create a new, 
small business class in developing countries and perhaps will lead to some joint 
ventures." 

As an International Trade Fairs representative for the Commerce Depart- 
ment, Miller spent almost a decade overseas working with both company execu- 
tives and shopowners in India, Pakistan, Afghanistan, Italy, and Ceylon. 

Two years ago he resigned from Government work to devote full time to the 
American Partners concept. 

In a year he spent his retirement savings and was forced to go back to work. 
He now is a public relations executive with Carl Levin Associates, one of the 
project's strongest supporters. 

The impact of the American Partners plan, Miller says, will stem from two 
key points — low interest rates on loans and a provision to provide loans to men 
with business potential but not loan collateral. 

Miller proposes to peg interest rates considerably below prevailing commer- 
cial rates, which exceed 30 percent in some countries. He says streamlined 
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administration and the nonprofit aspect of American Partners will aid in reduc- 
ing rates. 

, The. business potential of a man requesting a loan is to be determined by* a 
local board composed of native businessmen and American businessmen sta- 
tioned in the area. If approved, the loan request immediately will be forwarded 
to American Partners' U.S. headquarters at 1725 I Street, NW. and a search will 
be started for an American sponsor. 

Miller now is attempting to acquire a $10,000 grant from the U.S. Agency for 
International Development for a 2-month survey to prove the project's worth. 
AID officials informally have indicated that they would consider providing up 
to 50 percent of the initial operating funds for a worthwhile pilot program in 
two Latin American countries. 

Miller is confident that if AID joined in support of the project's administrative 
costs, American business would be quick to follow. 



[From the Evening Star. Washington, D.C., Mar. 30, 1964] 

Small Aid Groups Forming To Counter Critics' Claims 

(By George Sherman, Star Staff Writer) 

. Foreign aid supporters here are launching a counterattack against critics who 
charge that U.S. programs are too bureaucratic, too impersonal, and too vast. 

The strategy is to take the criticism literally. Small, private aid operations are 
springing up here which require little or no Government financing and which aim 
at stirring the grassroots of underdeveloped countries. 

These small programs do not seek the spectacular, but rather to supplement 
the billion dollar development programs which the United States works out with 
foreign governments. They call on native American enthusiasm and know-how 
to help create local incentives for progress which often are missed by the larger 
programs. 

Newest Recruits 

Two of the newest recruits are the Pan American Development Foundation, 
centered in the Pan American Union, and American Partners, Inc., which has still 
to find a home here. Both are classed as tax-exempt, nonprofit organizations 
under U.S. revenue laws. 

American Partners, Inc., which is still in its infant stage, plans to establish 
small private enterprises by channeling loans from this country to little people 
abroad with talent but no capital. 

"Nowhere is there an American-sponsored private sector program that reaches 
directly and effectively to the man in the street/' says Tom Hall Miller, chairman 
of the board and founder of American Partners. 

"Nowhere can individuals in developing countries obtain small loans to help 
them start truly small businesses, and to learn the lessons and benefits of the 
private enterprise system as practiced in democratic countries," he says. 

Plan Given to AID 

His plan, together with a complete outline of organization has been presented 
to the Agency for International Development, several congressional committees 
and has been endorsed by such men as George D. Woods, President of the World 
Bank and Senator Fulbright, chairman of the Senate Foreign Committee. 

Mr. Miller, 47, says the idea for American Partners grew out of an "accident" 
he and his wife had in 1955 in Karachi, the capital of Pakistan. They were 
traveling in the Far Bast for the U.S. Trade Fair program. 

"Our driver asked us for a loan of $300 worth of rupees to make a down- 
payment on his first taxi/* Mr. Miller explained. ' **We Went to the local British 
bank and I arranged to .stake him to the money at the local interest rate. In 
5 months the loan was repaid. Two years later, when I returned, he owned 
five taxis outright and was paying off two more." 

Employs 11 People 

"He now employs 11 people and is providing sugar, tea, and rice for more than 
150 refugees," Mr. Miller added. 

In June 1962, Mr. Miller left the Government and put 1 year and all his retire- 
ment money into expanding the idea. 

36-761— «4 7 
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Today, American Partners has a board of six members, all respected business- 
men in the Washington community. 

They hare approached AID for $100,000 to cover the cost of running a pilot 
project in one country for a year. If that works, they want $150,000 more the 
second year to cover expansion to a second country. 

The group believes this $260,000 will be the total needed, since after the first 
2 years the program will generate its own loans and payment of costs from 
private U.S. citizens. 

"We need the initial $100,000 to begin operations here and in the country AID 
chooses overseas," said Kalway H. Johnson, management consultant and treas- 
urer of American Partners. "We would use the money to open offices to get 
ourselves known to businessmen throughout the United States, and to form 
the basis for our first lending operations." 

INDIA, PAKISTAN FAVORED 

The plan calls for Mr. Miller to go to the chosen country — he leans toward 
India or Pakistan — to make contacts with the local and American business 
community. 

He will ask these business representatives to recommend prospective candi- 
dates. With 50 applications in hand, American Partners will begin the search 
for "partners" in this country. They place no minimum on loans. The maxi- 
mum sum would be $5,000. 

' *1t AID approves our application by April 1, I could be on my way in 48 
hours,"' Mr. Miller says. "There are at least 81 countries around the globe cry- 
ing out for the services of small businessmen which are taken for granted 
here. Why can't small businessmen here show them how?" 

The Pan American Development Foundation, on the other hand, does not aim 
at private enterprise, but at going beyond governments to cooperation between 
the peoples of the hemisphere. 

"Our objective is to provide an opportunity for the citizens of an the Ameri- 
can States to become personally involved in the Alliance for Progress," says Dr. 
Jose Mora, Secretary General of the Organization of American States and chair- 
man of the board of trustees of the foundation. That board also includes Dr. 
Milton Eisenhower, president of Johns Hopkins University and brother of 
General ^Eisenhower, and Dr. Alberto Lieras Gamargo, former President of 
Colombia. 

PERSONAL PARTICIPATION 

The foundation presently is operating on funds from a $5,000 grant of the 
Alfred Sloan Foundation in New York. Through such projects as supplying 
1,000 pounds of seed peanuts to a new farmers' cooperative in the Dominican 
Republic, the foundation is stimulating a sense of personal participation in both 
parts of the Americas in social and economic progress. 

The novelty of the foundation is that recipients of help do not pay back the 
donors. They give what they receive toward helping another cooperative or 
individual beginning operations. The aid does not go only from north to south. 
In each country of Latin America, businessmen, clubs, societies, and private 
foundations are being encouraged to band together in committees, to select pro- 
jects and to supply 50 percent of the needed aid. 

Experts in aid operations believe that such unspectacular hut basic efforts in 
cooperation can well give foreign aid "the practical heart" which many of its- 
critics now claim it lacks. 

[From the Palm Beach Post, Ftt>. 20, 1964] 
CURRENCY-USE PROPOSAL WOULD HELP FOREIGNERS 

Washington.— A, plan to use UwS.-owned foreign currencies t» help worthy 
foreigners start small businesses was outlined yesterday to a House agriculture 
subcommittee. 

The idea was proposed by Tom Hall Miller, president of American Partners, 
Inc., of Washington. Dollars put up by Americans here would guarantee loans 
made abroad in foreign currencies. 

This country now has a program for disposing of surplus U.S. agricultural 
products abroad through barter, gift, or exchange for foreign currencies. The 
Agriculture Committee is cosidering a 5-year extension of this program. 
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Miller suggested that the committee, in its bill to extend the program, em- 
phasize the intent of Congress to allow considerable executive discretion in pro- 
moting the broadest possible utilization of these foreign funds. 

He also proposed consideration of a bill which would permit utilization of 
funds, from the foreign currency accounts owned by the United States, to match 
any money put up for loans by American nationals living in any foreign land 
where U.S.-owned foreign currencies were available. 

American Partners, Miller told the committee, is incorporated as a District 
of Columbia nonprofit corporation, formed less than 2 years ago, to promote 
the private enterprise concept at the grassroots level in developing countries 
by recruiting the interest of U.S. citizens and organizations in giving financial 
and tecnhical help to establish and expand small businesses in countries requir- 
ing such assistance. 

The American Partners' plan proposes to enlist the participation of U.S. 
citizens, businesses; and civic organizations in fostering small business starts 
abroad by extending loans to talented nationals of developing nations who are 
unable to obtain necessary credit through regular commercial sources. 

The proposal is designed, Miller said, to combat Communist advances in these 
countries by dramatizing the benefits of the American private enterprise system. 

Americans living abroad would help select worthy nationals with ability to 
start small businesses. A board composed of such Americans would screen 
applicants and forward to American Partners the names of those it regarded as 
worthy. 

American Partners would then publicize the applications to find persons or 
organizations willing to provide the necessary funds. 

When American Partners begins operation in a country where U.S.-owned 
foreign currency is available and where convertibility of foreign currency into 
dollars is a problem, American Partners would apply to the Agriculture Depart- 
ment's Commodity Credit Corp. Here for an interest-free loan of the equivalent 
of perhaps $500,000 to be used as loan capital, Miller said. 

Each individual loan made with such money, he said, would be secured by a 
guarantee deposit of dollars in escrow in the United States. 

"In this manner the need to transfer dollars into a recipient country andf latter 
repatriate them (dollars) will be minimized," Miller said. 

The plan, Miller said, "will dramatize at the very grassroots level the benefits 
of the American private enterprise system by assisting development of private 
enterprise in developing countries." 



In SufrfrOBT 

Many people in responsible positions throughout the world have expressed in- 
terest and confidence in the American Partners plan. A few opinions : 

"I have read with great interest and, indeed, excitement your proposal for 
American Partners, Inc. I think it is one of the best ideas I have come across 
in many a day and I have every confidence that it can fill a most important need 
in our oversea activities. 

"I am impressed particularly with the small sums of money involved and with 
the philosophy of aiding the little man * * *. 

"I believe that this type of enterprise, coupled with American investment in 
larger industrial undertaking, would give the lie to those people who preach 
that the United States is only interested in seeing the African countries remain 
pastoral and agricultural * • *." 

William J. Handley, 
U.S. Ambassador to Mali. 

"Your refined 'American Partners, Inc.* project arrived last week and at once 
I went into a huddle with my staff to see what guidance or comments we could 
give you on your refreshing idea. 

"Various possible bugs were discussed, but none seemed to me to be sufficiently 
weighty to be passed on to you * * *. 

"As far as the selection of Togo for your pilot project, you can be assured 
that I am with you 100 percent and would be delighted to have you try it 
out here * * *." 

Leon B. Poullada, 
U.S. Ambassador to Togo. 
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"I was very interested to learn of the establishment of this enterprise which, 
I iam sure, will prove a great success * * *. 

"I am confident Iran will be a most suitable country for your initial opera- 
tions in the Near Bast * * *." 

Dr. A. Minai, 
Economic Counselor, Iranian Embassy, Washington, D.C. 

"I have given careful attention to your proposal and have come to the con- 
clusion that Venezuela should be an adequate country to test the operation of 
such a program * * *." 

Db. Luis Vallenhxa, 
Presidente, Corporation Venezolana De Fomento. 

"* * * We have in fact given consideration within the Department to request- 
ing Congress to provide some seed money for this type of investigation and loans 
for initial operation of small enterprise abroad. But if this same technique could 
be achieved through private means, with the support of a nonprofit foundation, 
it would be all to the good * * *." 

Jack N. Behrman, 
The Assistant Secretary of Commerce. 

"I feel very strongly that encouraging small business in the less developed 
countries of the world is a very important objective, the usefulness of which goes 
well beyond the economic consequences of the development * * *. 

"The problems of credit selection, character evaluation, and loan supervision 
are all difficult to do when dealing with small operation * * *. Mr. Miller's sug- 
gestion of a partnership arrangement is an interesting idea for overcoming these 
obstacles * * *." 

Martin M. Rosen, 
Executive Vice President, International Finance Corp. 

Father Daniel McLellan, the American missionary in Peru, who, a very few 
years ago, with only a few hundred dollars started a credit union now worth 
over a million dollars, comments as follows : 

"Credit is necessary as you know for the development of a free enterprise sys- 
tem and social dignity of man. Credit through Government channels, if achieved, 
is done so after very, very long delays and it is a cold international banking 
operation which usually leaves both parties unsatisfied. 

"* * * Your ideas are magnificent and very needed. My only suggestion is 
to put them into action as soon as possible." 

A study of the American Partners' proposal undertaken by the Legislative 
Reference Section of the Library of Congress reported as follows : 

"* * * in distinction from foreign aid programs currently in effect * * * the 
program is aimed at the development of the smallest units * * * the plan is not 
intended to supplant Government aid * * * will channel developmental assist- 
ance to a part of an underdeveloped economy which has thus far been by and 
large neglected. 

"* * * impact in terms of economic development would be direct and would 
probably generate almost immediate results. 

"* * * the person-to-person aspect as envisaged, rather than the impersonality 
of government-to-government aid, would create a definite awareness both at the 
giving and receiving ends that assistance is being given and would generate in the 
underdeveloped country a sense of individual and personal involvement in this 
assistance, as well as a clear identification of the United States and the Ameri- 
can people as its giver, a point which impersonal Government aid despite its 
hugeness and publicity at times does not succeed in driving home among the 
rank and file abroad. 

"* * * the utilization of American retired skilled workers * * * by small 
enterprises in underdeveloped countires could be a vital, if not giant, step for- 
ward." 

Industry Support 

"I am intrigued with your American Partners, Inc. It is the sound, prac- 
tical, people-to-people approach that is desperately needed in this crazy, bureau- 
cratic world. What can I do to help you with your API plan?" 

B. S. Whitman, 
De La Roza Corp. 
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"Your plan ia certainly an interesting one and I'm sure that continuing efforts 
of this type will be of value in strengthening the position of free men throughout 
the world. As you are well aware, it's bound to be difficult to get something of 
this type going, but I would personally agree with the approach of getting some 
results before going to the public for money." 

A. W. Elwood, 
Senior Vice President, Food, Machinery & Chemical Corp. 

"Your brief on American Partners, Inc., I found of great interest I really 
believe it can, with proper help and guidance, work quite well. It might even 
become a milestone in new international cooperation." 

John Forney Rudy, 
Assistant to Executive Vice President, the Goodyear Tire d Rubber Co. 

"* * * The program seems to have merit. It is apparently a worthwhile en- 
deavor, which, if successful and sufficiently widespread, should be of definite 
economic value to private enterprise in the foreign countries and foster much 
needed respect and good will for the United States." 

W. T. Pipeb, Jr., 
Piper Aircraft Corp. 

"I can see some merit in the program you have in mind to promote the de- 
velopment of small businesses in countries requiring development assistance, 
but I am not informed sufficiently to evaluate how such a program might work. 
No doubt, this is something that would have to be coordinated and worked out 
in conjunction with some of our foreign aid programs * * *." 

Spencer T. Olin, 
Chairman, Olin Mathieson Chemical Corp. 

"We have read your letter of November 2 proposing an organization which 
might be known as American Partners, Inc., with a great deal of interest. There 
is no doubt that this has a great deal of merit." 

Harry O. Bercher, 
President, International Harvester Co. 

"Mr. Watson has asked me to answer your letter of November 1 about 
American Partners, Inc. It certainly sounds as though you have an excellent 
idea for helping really small businesses get started, especially in those areas 
where business opportunities are not as easily entered into and yet are re- 
quired for the self-development of the countries involved. Your plan appears 
to be well though out as far as starting in restricted areas in previously se- 
lected countries and using that record of success to generate the further funds 
required for additional growth." 

H. D. Claw son, 
Administrative Assistant, International Business Machines, Inc. 

"The idea is certainly an imaginative one, and it would help to meet a genuine 
need in most of the underdeveloped countries where credit is available, generally, 
only to a small group of families or enterprises and where interest rates tend 
to be exorbitant * * *." 

Frank X. White, 
President, American Machine & Foundry Co. 

"* * * I think your American Partners approach is extremely interesting 
and well worth an aggressive, well-planned effort * * *" 

George D. Woods, 
President, International Bank for Reconstruction and Development. 

"The proposal as you describe it certainly "sounds worthwhile and to be a 
project which could prove of help to deserving individuals in the underdeveloped 
countries * * * I do know that a number of philanthropic foundations are inter- 
ested in programs concerning the underdeveloped countries and you might want 
to look into the possibility of gaining support from one or more of them." 

David Rockefeller, 
President, the Chase Manhattan Bank. 
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"Mr. Grace particularly asked me to be of whatever assistance I can to you 
with regard to your plan * * * Mr. Grace told me he was verF highly inv 
pressed with you and he wants to help all he can." 

John D. J. Moore, 
Vice President, W. R. Grace & Co. 

"What you are trying to do seems to be an interesting thing and while it may 
possibly, to some extent, parallel the work of the newly formed International 
Executive Service Corps, I can see where you are dipping into what is probably 
a different level of oversea operations * * *" 

"I am enclosing my own check which I hope win be of value to you in getting 
forward with your work." 

Fred C. Foy, 
Chairman of the Board, Koppers Co., Inc. 

Senator McGovern. I think your proposal is an extremely interest- 
ing one. The objective is certainly a praiseworthy one as far as I am 
concerned. 

As I understand it, it is designed to encourage the development of 
a stronger middle class in the countries that we are trying to assist* 
and particularly to encourage small business enterprise in these 
countries with the support ofthe private citizens; in this country; is 
that correct? 

Mr. Miller. That is correct, sir. 

Senator McGovern. I think it is a most interesting proposal and 
one I hope the committee will loolf at yery carefully. 

Senator Cooper. I join with you in your comments. It seems to 
me that several years ago some man from out West went to India and 
tried to set up such a program as this by himself with his own funds. 

Mr. Miller. Yes, sir. 

Senator Cooper. He probably decided that he needed more re- 
sources. I think the idea has merit. 

Senator McGovern. I was talking with a gentleman the other day 
who has spent a great deal of time in Venezuela during the last 15 
or 20 years, Mr. Milo Perkins, who is known to many people. 

Mr. Miller. Yes. 

Senator McGovern. He makes the statement, and I have heard him 
make it repeatedly, that the kind of thing that you propose here is a 
most urgent need in Latin America today. If we could find some way 
of encouraging and forwarding small business development, encourag- 
ing these little entrepreneurs who are trying to operate a taxi business 
or a shoe repair shop or a small retail establishment, that it would 
not only contribute to the economy of those countries, but we would 
provide the economic base that makes political democracy stronger 
and more hopeful. So I want to commend you for your efforts in this 
direction. 

Mr. Miller. Thank you. 

I had discussion about this with Mr. Perkins some weeks ago, and 
one of the suggestions he made was that we investigate to determine 
whether in some cases the loans should not be repaid on a percentage 
of the volume of business each month rather than on a fixed rate, which 
is certainly one of the things we will try out eventually. 

His feelings was that if there is so much which must be met in spite of 
seasonal ups and downs of a little business, that it might be impossible 
for some of the people to make each monthly payment, and that it 
might be easier for them in that kind of a business to use a percentage 
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of monthly income rather than a fixed rate of return. He was most 
encouraging to us about this. 

Senator McGovern. Thank you very much, Mr. Miller. 

Mr. Miller. Thank you, sir. 

Senator McGovnx. I believe that completes our list of witnesses* 
but the hearing record will remain Open until Friday noon for aiiy 
additional statements. 

(Whereupon, at 4:30 p.m., the committee adjourned.) 
Additional statements filed for the record are as follows:) 

Statement Filed by Hon. Jacob K. Javitb, a U.&. Senator Frou the 
State of New York 

I appreciate this opportunity to submit a statement in support of my bin, 
S. 1408, which would amend section 304(a) of the Agricultural Trade Develop* 
ment and Assistance Act of 1954 to (1) provide for the use of title I of the act 
for "alternative marketing and purchasing opportunities" to assist friendly 
nations to be independent of trade with the Soviet bloc and (2) add areas and 
nations dominated or controlled by the Communist regime in China to the coun- 
tries from which the United States would seek to assist friendly nations to be 
Independent in their trade. 

This bill is designed to strength U.S. policies to lessen the dependence of non- 
Communist countries trading with the Soviet block. Experience clearly indi- 
cates that Soviet bloc trade with developing nations is designed to disrupt the 
rational movement of trade between the industrialized West and the new nations 
seeking economic development. Opportunities for such disruptive operations 
are ever present. While we are assured by the Departments of Agriculture and 
State that considerable use is made of title I, Public Law 480 authority to assist 
friendly nations to be independent of trade with the Soviet bloc through the 
sale of surplus agricultural commodities for local currency, we must constantly 
press for new methods which would make" tHe use of this authority more effective. 

The present language in section 304(a) states only that the President shaU 
exercise the authority contained in title I of this act to assist such friendly 
nations to be independent of trade with the U.S.S.R. or its sateUites without 
specifically stating how such assistance may be carried out. 

The Departments of Agriculture and State object to the first provision on the 
ground that the addition of the proposed language would raise practical diffi- 
culties in that it may give rise to the belief in friendly countries that the United 
States is about to embark on a major campaign of preemptive buying of com- 
modities throughout the world by the use of title I proceeds. I beUeve this 
problem could be avoided by deleting the words "provisions for" on line 6 of S. 
1498 and substituting therefore the words "assistance toward planning for." 
Such language would make the Intention of the United States entirely clear : it 
would stand ready to assist friendly nations to be independent of trade with the 
Communist bloc of nations by assisting them to find alternative markets for 
products they may be compelled to dispose of in the Communist bloc. If a de- 
veloping nation runs into trouble with any Communist-bloc or Communist-bloc- 
dominated nation, because it is taking a pro-Western position, such a provision 
in the act would make it possible for the United States to assist such countries 
to find markets for their products in Western Europe, in the United States or 
elsewhere in the free world through such means as the provision of market in- 
formation, marketing experts and possibly the use of credit. 

Also, I urge the committee to give favorable consideration to the inclusion 
of the provision which would add areas dominated or controlled by Communist 
China to section 804(a) of the act The inclusion of this provision in the act has 
the favorable support of both the Departments of Agriculture and State as they 
consider this change as useful and desirable and entirely consistent with U.S. 
policy. 

ii 

Statement Filed bt Walter A. Hastt, Ja. f Assistant Director, 
Legislative Services Division, National Farmers Union 

. Mr. Chairman, members of the committee, I sincerely appreciate this oppor- 
tunity to appear before you today on behalf of the more than 750,000 family 
farm members of National Farmers Union. 
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On behalf of these members who are truly farmers, I urge your support of a 
5-year extension of titles I and II of Public Law 480. 

You, Mr. Chairman, along with the members of your committee are due a vote 
of thanks by farmers and city people alike for the contribution you have made 
to the utilization of our abundant food and fiber. The positive concept of using 
our food abundance as a weapon for peace in a hungry world as contrasted with 
the concept of a surplus disposal operation has stimulated many significant 
accomplishments. 

We are very pleased that the President and the Secretary of Agriculture have 
made it clear that they view agricultural abundance as a national blessing and 
they have and continue to use this abundance under the food for peace program 
In a positive manner. 

The program has operated on a substantial basis since 1954 but the short-term 
extension of the law has severely limited our ability to plan ahead. We have 
not been able, therefore, to use food and fiber to the extent that we believe 
possible as a tool for promoting economic growth and development in the many 
areas of the world where it is badly needed. A 5-year extension is desirable, 
we believe, because programs can be planned further in advance and com- 
modities moved in a more orderly manner. It will help the underdeveloped 
countries because they can plan ahead and make much more judicious use of 
the commodities to feed their population and the foreign currencies generated 
for economic projects. 

We further believe it is more practicable for the United States and foreign 
countries to make plans over a longer period of time so that more extensive 
use can also be made of transportation, storage and distribution facilities. 
- We believe most of all that the merits of the program based on its past 
accomplishments warrants this 5-year extension. 

We, therefore, urge you to give this proposal favorable consideration. 

In closing, Mr. Chairman, I want to thank the committee for the leadership 
that you have given to what has come to be fondly referred to, as the best known 
food label in the world, "Food for Peace." 



Statement Filed by Ken Kendrick, Executive Vice President, 
National Association of Wheat Growers 

Mr. Chairman, I am pleased to have this opportunity to appear before the 
committee in behalf of the extension of titles I and II of the Agricultural Trade 
Development and Assistance Act of 1954. 

Public Law 480 has been a success by almost any yardstick by which it is 
measured. It has reduced surpluses of agricultural commodities, and strength- 
ened farm income. 

It has been a stimulus to business and the U.S. economy. It has produced 
thousands of jobs on farms, in export firms, in processing plants, and businesses 
all: over the country that serve farm communities. 

The matter of the extension of Public Law 480 is of vital importance, not 
only to the economy of the United States, but also for economic as well as social 
and political development of nations with whom we trade. 

Not to extend the life of Public Law 480, or to phase it out too rapidly 
would be denying many nations the opportunity to grow and develop that we 
gave to Italy, Spain, Germany, Japan, and others when they so desperately 
needed help. These nations have become some of our strongest allies, as well 
as our best dollar customers. 

The economy of the United States in general, and agriculture in particular, 
is- becoming more and more dependent upon foreign trade- Public Law 480 
was responsible to a large degree for the rapid postwar recovery of many nations. 
It is just as necessary at this time to fill the needs of the many emerging nations 
throughout the world. 

American wheat producers have practiced considerable restraint in the plant- 
ing and production of wheat during the past several years, and without the use 
of Public Law 480, our wheat surpluses would have undoubtedly reached un- 
manageable proportions, thereby causing unduly low returns to wheat producers, 
and adversely affecting many other segments of our economy. 

We must have a market for the things we produce. A great many of our mar- 
kets have been developed through this instrument. Failure to extend Public 
Ijaw 480 at this time would be disastrous to our agriculture, our balance of pay- 
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ments, and to millions of people throughout the world upon whom we depend 
and who depend upon us. 

The National Association of Wheat Growers feels that it is imperative to 
extend Public Law 480 for the following reasons : 

1. To continue to boost the expansion of markets for our agricultural products, 
and by so doing, maintain a sound and healthy American agricultural economy 
us well as assist in our balance of payments. 

2. Strengthen the economy of less developed countries and provide them with 
•the incentive to resist aggression. 

3. Create good will for the United States from the countries we are helping to 
feed and aid them in approaching economic stability. 

4. Showing uncommitted countries that free U.S. agriculture is more efficient 
than regimented Communist agriculture. 

American agriculture cannot stand stilL We cannot reverse the forces of effi- 
ciency and technology that have developed in agriculture in recent years without 
serious injury to our entire economy. The fact is that American agriculture 
simply has the ability to produce more than the market will take, in spite of the 
fact that many commodities have made substantial reductions in the acreage 
sown in recent years. Public Law 480 has served agriculture and the Nation 
well the past 10 years. The National Association of Wheat Growers recommends 
its extension. 

Washington, D.G., August 12, 1964- 
Hon. Allen J. Ellendeb, 

Chairman, Senate Committee on Agriculture and Forestry, 
U.S. Senate, Washington, B.C. 

Deab Senatob Ellendeb : Since the inception of the Agricultural Trade Devel- 
opment and Assistance Act of 1954, the National Cotton Council has supported 
the legislation as a temporary means of disposing of current agricultural sur- 
pluses and as a basis for aiding friendly countries which do not have sufficient 
-dollars to finance their import requirements of cotton. The delegate body of the 
council passed the following resolutions with respect to Public Law 480 at the 
•council's last annual meeting in Biloxi, Miss., January 27 to 18, 1964 : 

(a) That the council reiterate its belief that, in view of the continuing critical 
imbalance of foreign payments, U.S. foreign aid programs, especially Public Law 
480, should be examined critically and, to the maximum extent possible, assist- 
ance to foreign countries should be extended through self-liquidating dollar 
•credits, as in most cases exports for foreign currencies do not help our balance- 
of -payments situation to any significant degree. 

(6) That the council reaffirm its previous decisions to stimulate exports of 
U.S. cotton * * * by supporting the use of a reasonable amount of Government 
rfunds for * * * market development programs abroad in accordance with cur- 
rent provisions of law. 

(c) That the council call attention to the fact that shipments of cotton under 
Public Law 480 are frequently processed in third countries, and urge that as large 
an amount as possible of such processing be carried out in the United States. 

The council considers that Cotton Council International's programs to promote 
the consumption of cotton and cotton products in foreign countries have been 
highly effective. These programs have been, and are being, undertaken in col- 
laboration with the U.S. Department of Agriculture pursuant to a provision of 
Public Law 480. We hope that the cooperative cotton market development pro- 
grams abroad can be continued. In view of this, we urge that the market devel- 
opment provisions of Public Law 480 be continued without impairment. 

Furthermore, the council considers that it would benefit the U.S. textile 
industry and the U.S. economy if as large an amount as possible of Public Law 
480 cotton which is approved for processing outside a recipient country was 
authorized for processing in the United States. Consequently, we hope that 
the Public Law 480 program can be designed or administered to accomplish this 
worthy objective. 

We respectfully request that this letter be included in the records of your 
committee, so that our views will be known by the other members of your com- 
mittee. Favorable consideration of our position would be greatly appreciated. 
Sincerely, 

Cabl C. Campbell, 
Assistant Director, Foreign Trade Division, National Cotton Council of America. 
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Washitcton, DX3., August 12, IBM. 
Hon. Allen J. Ellendeb, 

Chairman, Committee on Agriculture and Forestry, 
U.S. Senate, Washington, D.C. 

Dbab Senator Ellehbeb: Public Law 480 has, since 1958, included a special 
provision, applicable only to cotton products, which effectively prevents U.flL 
textile mills from participating in the processing of 480 cotton. That provision 
reads as follows : 

"Provided, That that portion of the sales price of such products which to 
financed as a sale for foreign currency under title I of the Act shall be limited to 
the estimated portion of the sales price of such products attributable to the raw 
cotton content of such products." 

The result has been that low-wage countries— chiefly Japan— tare received 
all of the business resulting from third-country processing of 480 cotton. In 
fiscal 1963, for example, 155,000 bates of 480 cotton were involved in triangular 
processing deals. Recipient countries were Vietnam, Indonesia, and Burma, 
with Japan processing 115^000 of the 155,000 bales. 

We urge that the language discriminatory against the U.S. textile industry 
be stricken in the Public Law 480 renewal authority now before your committee. 
We further request that U.S. processing be made mandatory in the future. This 
would create many additional jobs in the American textile industry- 
Respectfully, 

R. Bufoed Brandis, 
Foreign Trade Director, American Tewtile Manufacturers Institute. 



August 11, 1304. 
Hon. Allen J. Elleitoeb, 

Chairman, Committee on Agriculture and Forestry, 
U*S. Senate, Washington, D.C. 

Dear Ms. Chairman: The American Maritime Association, representing 
owners and operators of American-flag vessels which rely heavily upon cargo 
financed under Public Law 460 for their survival, opposes legislation contem- 
plated under paragraphs (2) and (6) (u) of S. 2687. 

Paragraph (2) of S. 2687 would amend section 102 of Public Law 480 by add- 
ing the following : 

"The Commodity Credit Corporation shall finance freight charges under thift 
section only to the extent that such charges are higher (than would otherwise- 
be the case) by reason of a requirement that the commodities be transported in 
United States-flag vessels." 

Under the terms of this provision, the financing of ocean freight by the Com- 
modity Credit Corporation would be restricted to the amount of the differential 
between U.S.- and foreign-flag rates. This would require the purchasing country 
to pay for ocean freight services in dollars, at least up to the world market rate, 
since services must be paid for in usable currency. The result of this may very 
well be a reduction of agricultural sales, since some purchasing nations may be 
unable to pay hard currencies for ocean transportation. Certainly if this occurs 
the objective of Public Law 480 would be blunted, with both the agricultural 
and shipping segments of our economy suffering huge losses. The loss of agricul- 
tural cargoes by the U.S. merchant marine would deprive it of vital cargoes 
necessary for its survival. 

S. 2687 would also amend section 104 of the existing law by adding the 
following : 

(u) For the sale for dollars to privately owned U-S.-flag commercial vessels 
for use in paying port fees, unloading, lightering, and other necessary expenses 
in foreign ports in connection with the carrying of cargo under this act and 
section 9 of the act of September 6, 1058. 

Traditionally the ordering and utilization of services necessary in the per- 
formance of ship delivery functions abroad is subject to the control of the ship* 
owner, whether he be American or foreign. Should the proposed legislation be 
enacted the moneys to be paid abroad for these services would be in local foreign 
currency. As a result there is a strong possibility that the control over the 
above-mentioned services would pass to the provider of the service rather than 
to the ship operator. 

Longshore service, herthing privileges, and the use of specialized equipment in 
foreign ports is now paid for in convertible currency. Shonld American-flag 
vessels be forced to pay for these services in inconvertible foreign currency 
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while foreign-flag vessels continue to pay in hard, convertible currency it is 
quite likely that U.S.-flag vessels will end up being serviced lest In view of 
the fact that many of the ports where title I Public Law 480 cargo is being dis- 
charged are often congested and subject to many delays, the effect on U.S.-flag 
vessels would he disastrous. Should such delays occur higher costs will result 
American-flag vessels would then be forced to pass these added costs on in the 
form of higher freight rates. 

In view of the problems which would ultimately arise should sections (2) 
and (6) (u) of S. 2687 be enacted, the American Maritime Association urges the 
Senate Committee on Agriculture and Forestry to reject the aforementioned 
sections in their consideration of S. 2687. The American Maritime Association 
requests that its views he incorporated in the hearing record. 

Ray R. Mubdook, 
Legislative Director, American Maritime As&ooiation* 



Statement Filed bt C. Edwarp Behre, Policy Committee, 
Friends Committee on National Legislation 

My name is C. Edward Behre, 2 Gahent Road, Alexandria, Va. I am appear- 
ing as a member of the Policy Committee of the Friends Committee on National 
Legislation to support the revision and extension of Public Law 480 (the Agri- 
cultural Trade Development and Assistance Act of 1954). This testimony has 
been prepared in cooperation with E. Raymond Wilson, executive secretary 
emeritus of the FCNL, who had expected to testify had the hearings been held 
last week as originally scheduled. 

The Committee on Agriculture is well aware that the Friends Committee on 
National Legislation does not claim to speak for all Quakers in the United 
States. Nevertheless, the Friends Committee is widely representative of Friends 
in this country, and, on the question of maximum use of our agricultural abund- 
ance ^or humanitarian purposes throughout the world, Friends are as nearly 
united as they are on anything. The FCNL supported the general purposes of 
this legislation even before Public Law 480 was enacted 10 years ago. On vari- 
ous occasions it has worked strenuously for various amendments which have 
broadened the application of this act. 

We now wish to make five proposals for making this law more clearly and 
effectively an instrument of foreign policy for the promotion of human welfare 
and world peace. 

I. restate the purpose 

Originally this law was directed almost exclusively toward the relief of Ameri- 
can agriculture by disposal of agricultural surplus. In recent years the concept 
of food for peace has been increasingly emphasized. However, the purpose of 
using our agricultural abundance as an instrument of foreign policy for the 
promotion of human welfare and world peace can be stated more clearly and 
without equivocation. 

May we suggest that the title and section 2 be amended to read somewhat as 
follows (proposed preamble for Public Law 480) : 

"An act to use American food and fiber to improve foreign relations of the 
United States, to relieve human hunger and to promote economic and social 
development throughout the world, to expand international trade, and for other 
purposes. 

"Be it enacted, etc. 

"Sec. 2. It is hereby declared to be the policy of Congress to expand inter- 
national trade among the United States and other nations; to facilitate the 
convertibility of currency; to promote the national welfare and the economic 
stability of American agriculture by making maximum use of American agricul- 
tural abundance for the relief of human hunger and the promotion of adequate 
nutrition, for economic and social development, and for expansion of economic 
agricultural production in other countries, including its use in furthering the 
efforts and programs toward these, ends of the United Nations, its specialized 
agencies and afiiliated organizations; to purchase strategic materials; to pay 
U.S. obligations abroad ; and to foster in other ways the foreign policy of the 
United States." 

In similar vein, we suggest that the justification for the humanitarian dona- 
tion provisions or title in should be on a more statesmanlike basis than the 
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present wording. The present wording of section 802 makes It appear that the 
United States is only interested in barter and donation of agricultural com- 
modities as a means of preventing waste. For your consideration we suggest 
the following : 

"Sec. 302. Section 416 of the Agricultural Act of 1940 Is amended as follows : 
"Sec. 416. Recognizing that current world trends in population and food pro- 
duction present the United States with a unique opportunity and responsibility 
to use its agricultural abundance and productive capacity for the relief of 
human distress and to further economic development around the world, the 
Commodity Credit Corporation is authorized, on such terms and under such 
regulations as the President may deem in the public interest: (1) upon appli- 
cation, to make agricultural commodities that cannot be disposed of in normal 
domestic channels or sold abroad at competitive world prices, whether in private 
stocks or acquired through price-support operations, available to any Federal 
agency for use in making payment for commodities not produced in the United 
States; (2) to barter or exchange such commodities * * * etc." (The re- 
mainder of the section would remain unchanged.) 

To further strengthen the humanitarian purposes of the act we also suggest 
deletion of the word "emergency" from the first sentence of section 201. This 
section is sunlciently qualified without adding the difilculty of construing the 
meaning or duration of an emergency. 

n. TAKE FOOD OUT OF THE COLD WAR 

A world at peace should be the primary objective of civilized man. Almost 
as important for this objective as the necessity of avoiding nuclear war and 
achieving disarmament under world law is the urgency of ending the cold war. 

What has been done through Public Law 480 in sharing American food with 
100 million people in over 100 countries is unparalleled in human history. But 
it is not an achievement on which the- United States can rest with selfish 
pride and satisfaction. It ought to humble every one of us that God has blessed 
us with a country rich in land, in power, in technology, in favorable climate, 
in a large measure of freedom, and in a people characterized by industry and 
initiative. 

While the United States should seek to cherish, nourish, and expand demo- 
cratic ideas and institutions, is it not high time to cease using food as a 
weapon in the cold war? When Christians pray, "Give us our daily bread," is 
it not clear that "us" must refer to all the children of God? As a nation do 
we choose to flout the New Testament injunction, "If thine enemy hunger, feed 
him"? 

Yet under Public Law 480, use of our agricultural abundance abroad is 
focused, with only one exception, on "friendly nations." And in two places in 
the law transactions with the U.S.S.R. and areas dominated by a Communist 
regime are specifically prohibited. 

The Communist part of the world, because of a variety of reasons, tends to 
be a food deficient area. Part of their trouble is climate, such as recurrent 
drought in Siberia and typhoons in China. Part is due to the slowdown in 
agricultural production as a result of the communization of farms. Part is 
due to rapidly increasing population. Whatever the cause of food shortages, 
the people in these countries, including Russia, China, and Cuba, are our fellow 
men. Many of them are unwilling captives of a totalitarian system. Such 
regimes should never have an excuse for expansionist policies in order to have 
access to food. In the elemental need for food, humanity is one family. 

The United States has recently recognized, at least indirectly, a moral respon- 
sibility in this direction by authorizing the sale of wheat to Russia to ease the 
current food shortage in that country. Now, by appropriate amendment so that 
•our agricultural abundance may be used to promote the objectives of Public Law 
480 anywhere, our country has the opportunity to make clear to the world that 
we did not take this step away from the cold war solely for monetary reasons, 
but that we are sincerely interested in people under whatever regime they may 
live. 

The Friends Committee urges that Public Law 480 be carefully edited to 
eliminate all reference to dealing exclusively with "friendly nations." By the 
same token, we urge, that section 107 and section 304 (a) and (b), which prohibit 
•dealing with the U.S.S.R. and other Communist-dominated areas, be deleted. 

By so doing the Congress would end an arbitrary obstacle to the use of 
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agricultural products for the healing of the nations. Our hearts, our consciences 
and our tradition tell us that such use, when feasible and appropriate, will be- 
in the best interest of humanity. 

IH. USE OF FOREIGN CURRENCIES TO PROMOTE FAO AND OTHER U.N. PROGRAMS 

Under section 104 the President may enter agreement with "organizations of 
nations" to use foreign currencies accruing under title I of the act for a variety 
of purposes, many of which parallel purposes and programs of the United Nations, 
its specialized agencies and affiliated organizations. However, as far as we 
know, no U.S. contributions for the programs of the Food and Agriculture 
Organization or other U.N. agencies come out of the currencies generated by 
title I transactions. 

Because the long-range world food outlook is so critical and because the burden 
of meeting human needs will fall ever more heavily on the United States, it will 
be increasingly in the national interest, as well as crucial for the general welfare 
of mankind to improve agricultural production in underedeveloped countries 
and to encourage better nutrition of people in food-shortage countries. These are 
objectives toward which the Food and Agriculture Organization is working. 

For fiscal 1963 the FAO received from U.S. general appropriations (not from- 
Public Law 480) only $4,669,000, plus an additional $1,075,800 for the U.N. 
expanded technical assistance program. Would it not be in the spirit of the 
freedom from hunger program to increase our contribution to FAO and related 
U.N. programs by authorizing the President to allocate to them, for use in 
countries where unused balances exist, some of the foreign currencies generated 
under title I? 

IV. MAKE TITLES I AND H PERMANENT 

We suggest that it would be in the national interest to assure the world of the* 
sustained intention of the United States to work for world peace and to play its 
righful part in the world struggle against hunger, by making titles I and II of 
Public Law 480 permanent. This would mean removing time limitations on the 
applicability of these titles, by deletion of section 103(b) and section 204. It 
would also require change of language in the first sentence of section 208. 

Elimination of section 103(b) would involve removal of the dollar limitation 
also. We think this is desirable because, according to the report of the Director 
of Food for Peace, sales under title I in 1962 had already reached the rate 
implicit in the current dollar limitation. With huge stocks still in storage, we 
doubt that opportunities for further constructive expansion of the program have- 
been exhausted. 

If your committee cannot see its way clear to put titles I and II on a permanent 
basis, we urge that, as a minimum, they be extended for 5 years with appropriate 
lifting of the ceiling for sales under title I and reconsideration of the annual 
dollar limitation in title II, section 203. 

We hope that dollar limitations in various subsections of section 104 are also 
being reexamined to be sure that none of these worthwhile channels for using 
foreign currencies accrued under title I is crippled by arbitrary limitations 
established in earlier years. 

V. AUTHORIZE PAYMENT OF INTERNAL FREIGHT ABROAD 

At present there is authority in section 203 for payment of ocean freight on. 
commodities transferred under title II or section 416 of the AgriculturalAct 
of 1949. Only in the case of reaching points of entry in landlocked countries 
is payment of overland transportation abroad authorized. 

In principle it is desirable that people, when in a position to do so, make some 
contribution in effort, money, or work for benefits received, but title II is directed 
toward two great purposes. One is to respond to great natural disasters such 
as floods, prolonged drought, typhoons, earthquakes, or other circumstances 
beyond control. The other is to further economic development in disadvantaged 
areas of the world. We can conceive of situations of extreme urgency where 
it might be desirable for the President to have discretionary authority, similar 
to that which he now has with respect to ocean freight, to cover the cost to 
transportation to inland points of distribution. This is now done with military 
aid. Is food for people in distress less important than guns and bombs? 

To implement this we suggest inserting in the next to last sentence of section 
203, after the word "to designated points of entry abroad", the word "or, in 
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€8869 of extreme urgency, from United States posts to inland points of distribu- 
tion abroad,". 

In closing may we say that, as Americans, we are prond of the tremendous 
and unprecedented contribution which our country has made to human welfare 
and economic development under Public Law 480. This, we believe, ranks 
among the world's most notable pieces of humanitarian legislation. We com- 
mend the Agriculture Committee and the Congress for its careful study and spon- 
sorship of this legislation over the years. 

We believe the recommendations we have made for improving this act merit 
your sympathetic consideration. We want to feel sure that the fruits of our 
Country's God-given resources and its productive achievements are put to use 
wherever needed for human welfare. 



Statement Fixed bt Hermak Will, Jr., Division of Peace akd World Order, 
General Board of Christian Social Concerns Of the Methodist Church 

Mr. Chairman, members of the committee, i am Herman Will, Jr., a staff 
member of the Board of Christian Social Concerns of the Methodist Church. 
I am presenting this statement on behalf of the Division of Peace and World 
Order of the Methodist Church. 

The General Conference of the Methodist Church, which meets quadrennially, 
stated in 1964: "The desperate unmet needs of people in this world are of 
grave concern to Christians. * * * 

"We believe that economic assistance, which seeks to make the benefits of 
scientific advance and industrial progress available for the improvement of 
underdeveloped areas is an example of both Christian love and practical 
international brotherhood." 

In view of this statement, we favor the extension, expansion, and where 
desirable, the amendment of Public Law 480 in order that even larger quantities 
of surplus foods may reach human beings in need through either governmental 
or nongovernmental channels. We would like to encourage a long-range pro- 
gram, even beyond the 5 years recommended by the administration, until the 
newly independent and developing countries are able to depend on their own 
efforts to provide adequate food and a decent standard of living. 

While disposal of surplus food has been a benefit to the American farmer 
and the American taxpayer, we might well consider going further in our Christian 
concern and sharing some of the foods which have not become surplus, but which 
are sorely needed to overcome malnutrition in many parts of the world. 

We would approve of an emphasis, either in the preamble or in the bill itself, 
upon the rationale of the program being one which primarily seeks to meet the 
world's hunger needs rather than being largely one of surplus disposal. This 
we believe to be consistent both with the Christian Gospel and the Methodist 
general conference statement. Such a rationale would tend to make more 
specific Secretary Freeman's excellent general statement when he recently re- 
ferred to the program as an expression of "the high moral purpose of the people 
of the United States." We also wish to note our agreement with Church World 
Service in changing their slogan from "Share Our Surplus" to "Share Our 
Substance." 

Our general conference further stated : "All programs of * * * economic aid 
should be designed to benefit the peoples of underdeveloped countries and their 
economies rather than to serve political * * * purposes." Therefore, our ex- 
planation of general conference action is that we would generally favor, under 
title II, the possible use of surplus food for the people or Communist countries 
where there may be a continuing hunger need as well as in emergency situations. 
In other words, we would like to see food used, not as a political weapon in the 
cold war, but as an instrument of good will for all peoples. 

We would recommend that food for peace be used increasingly to strengthen 
multilateral programs, particularly those of U.N. agencies, rather than that 
it consist largely of bilateral programs. 

Our general conference has declared in its statement of 1960: "We sincerely 
acknowledge the liberal contribution by the xtn}ted States * * * of food * * * 
to benefit the underdeveloped areas of the world." We take great pleasure in 
the knowledge that, as Secretary Freeman has pointed out : "We are now pro- 
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Tiding school lunches for 40 million children * * * in over a hundred coun- 
tries * * ♦." 

As Christians, we support the program basically because Christ said: 
**♦ * * for I was hungry and you gave me food * * * as you did it to one of 
the least of these my brethren, you did it to me." 



Jesuit College, 
St. Bonifaciua, Minn., July 19, 1964. 
Senator Allen J. Bllendeb, 
Senator Office Building, 
Washington, D.O. 

Deab Senatob Ellendeb : The following news dispatch was sent from Santiago, 
•Chile, recently by means of the National Catholic Press service. 

"Cardinal Silva of Santiago has proposed to the U.S. Government a change 
in the law governing the distribution of U.S. surplus agricultural products. 

"Up to now the U.S. surpluses have been distributed absolutely free to indigent 
families. Cardinal Silva is president of Caritas International, worldwide Cath- 
olic charity organization which cooperates with Catholic Belief Services-Na- 
tional Catholic Welfare Conference in the distribution. 

"Cardinal Silva proposes that the surplus food also be sold at half its market 
value to families of modest means. The money thus received would be used 
for maintaining housing cooperatives, building schools, and other community 
projects, according to Cardinal Silva." 

The facts of this case boil down to this : 

(1) U.S. surpluses are currently being distributed in Chile free of charge 
to destitute families. 

(2) U.S. surpluses could be distributed at about half their market value to 
families who are not destitute, but who have not much money to buy food at the 
full market price. 

(3) The resulting income could be used in Chile for social projects which are 
badly needed. 

I have been reading in the paper of the upcoming election in Chile, which is 
seen as a fight between Catholic Social Democrats (liberals who favor land re- 
form) and Marxists Socialists (radical liberals who would fashion a second Cuba 
in Latin America ) . 

Programs such as this one proposed by Cardinal Silva will go a long way 
toward peaceful settling of economic crisis. Much of Chilean land is unarable 
so they have been forced to import most of their food in the past few decades. 

I sincerely hope that you as chairman of the Senate Agriculture and Forestry 
Committee will attentively consider the needs of the Chilean nation and approve 
.an extension in surplus distribution to include families of low income who can 
pay a portion of the market price. 

I would appreciate a reply from you indicating your stand on this matter. 
Yours truly, 

Donald Sohallau. 
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